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Lupin is yet another great success story in the Indian pharma industry 

All the big names in our pharma industry started very small, in the late 60s 
and early 70s. Sun, Dr Reddy's, Wockhart, Piramal, and Lupin are all run 
by first generation entrepreneurs, or are now seeing the second generation 
taking over. The industry however is a study in contrast, with global 
leaders like Lupin and Sun Pharma co-existing with literally thousands of 
small pharma companies. 

Many of the latter have no concept of quality and produce substandard 
drugs but focus on fixing supply contracts with government and municipal 
hospitals. Others have early successes, but then they stumble and fail to 
build on their initial successes. They either remain small, or worse, shut 
down after a few years. 

Lupin is a global leader that started small. Desh Bandhu Gupta started in 
1968 with just ^5000! Today, due to age and health issues, he has slipped 
into the background. The next generation, daughter Vinita and son Nilesh, 
have been running the company for the last few years. (There is a third 
sibling, a sister, who is not in the business.) And in the last ten years. Lupin 
has more than doubled and doubled again. 

Today, it is the second largest (after the Sun-Ranbaxy merger) Indian 
company with global sales of about ^12,000 crore and a market cap of 
about ^70,000 crore. And like the other leading Indian pharma companies, 
it is continuing to grow at a very healthy pace. 

In 2005, when India's patent protection laws were brought in line with 
global standards, many feared that our pharma industry, based on copycat 
drugs, would collapse. But, as some perceptive industry insiders predicted, 
the new rules, would open up huge generic markets in the US and Europe. 

The experience of the last decade has shown that pharma, like software, is 
an area where Indian companies have become global players. To be sure, 
just as our software companies are service providers, and have very few 
original products, our pharma industry majors too are still focused on 
generics, and now bio-similars, also, and have just started dipping their 
toes into drug discovery and original research based molecules. 

But with almost 90 per cent of the world's drug consumption being off 
patent products, there are immense global opportunities to become 
global suppliers of affordable medicines to the world. The biggest pharma 
companies in the world have woken up to this reality. Therefore several 
majors, in recent years, have bought out leading Indian companies, 
including Ranbaxy and Piramal. 

This inevitably raises the question whether Lupin itself could be sold in the 
not too distant future. Often, disputes among the next generation can lead 
to a sale to a big multinational. Interestingly, most of the first generation 
entrepreneurs in the pharma field are fierce nationalists. But if the next 
generation of siblings sensibly separate management from ownership, there 
is no reason why our Indian companies cannot continue to grow and grow. 

With the brother Nilesh and sister Vinita team firmly in control. Lupin 
does seem to be set to grow rapidly along a well charted course. 
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♦ Thorough effort 

'Investment Themes' (Cover 
Feature, 5-18 January) was 
a thorough analysis of the 
equity in the Indian econ- 
omy being assailed by 
domestic market forces, 
government interventions, 
interest cost, international 
financial instruments, mone- 
tary policies of nations, inves- 
tors' confidence level, degree 
of passion of Flls and lan- 
guishing reforms. And, 'The 
new agenda-maker' (Editori- 
als, 5-18 January) sought the 
inclusiveness of India Inc in 
NITI, as the corporates' con- 
tribution is required to mould 
it into a viable and an accept- 
able body. 

B .RAJASEKARAN 
Bengaluru 

♦ Play cool 

'Investment Schemes 2015' 
(Cover Feature, 5-18 January) 
presented an attractive pic- 
ture, but one should apply 
their mind before going for 
a meaningful investment. 
Mutual fund investments are 
subject to market risks. As the 
market is fluctuating due to 
various reasons binding on 
world economy, we will have 
to be doubly careful in respect 
of mutual funds. Equity mar- 
ket includes securities listed 
on a stock exchange as well 
as those only traded privately. 
So, there is an element of risk 
there too. Real estate seems 
to be best bet for the New 
Year. But, with realty prices 
skyrocketing, it is not so easy 
to dabble in real estate in 
metros. The one option left is 



gold, which is safe, with less 
market risk. 

C.K. SUBRAMANIAM 
Navi Mumhai 

♦ Written off 

'Gateway to India' (Special 
Report, 5-18 January) read 
well. Gujarat is doing jus- 
tice to the patronage it gets 
from the ruler and the Rul- 
ing party. But, who spares a 
thought for the 'second grad- 
ers' - states without spon- 
sors and godfathers? The 
whole of the East and most 
of the South seem to be in 
the category. West Bengal 
and Tamil Nadu may hold 
their own, the shenanigans 
against their elected leaders 
notwithstanding. But Kerala 
and the far-eastern states are 
up against the wall, unless 
they too kowtow before the 
excellencies. Will they do 
it, tossing their dignity and 
self-respect aside? 

A. A. VARMA 
Kochi 

♦ Well done 

The article 'Moving up the 
value chain' (Corporate 
Reports, 5-18 January) was 
the best among the write-ups 
ever done on Cooper, full of 
insight, acumen and profes- 
sionalism. Congratulations. 

FARROKH N. COOPER 
Satara 

♦ Hold accountable 

Re: 'Empower the PSB chiefs' 
(Editorials, 5-18 January), it 
is true that there has been 
too much of interference 
with the working of public 
sector banks by politicians, 
resulting in unprofitable out- 
comes like loan waivers and 
addition to non-performing 
assets. The PSB heads need to 
be given autonomy and com- 
petitive remuneration with 
a high component of per- 
formance-oriented variable 
pay and, like chiefs of private 
sector banks, they should be 
held accountable for results 
- even to the extent of being 
removed from top position. 



in case of failure. 

Y.G. CHOUKSEY 

Pune 

♦ Be in control 

Re: 'The new agenda maker' 
(Editorials, 5-18 January), 
let's hope the new NITI Aayog 
does not turn out to be an old 
wine in a new bottle! As the 
states are its members, it can 
only be expected that politics 
will play its part in its func- 
tions. So, the Union govern- 
ment will have to put its foot 
down, when and where neces- 
sary. Also, it was shocking to 
note that New Delhi does not 
have a convention centre to 
accommodate 2,500 persons 
(Business Notes, 5-18 Janu- 
ary). It is really bad that the 
authorities have neglected 
this shortcoming so far. 

P.G. KRISHNAMURTHI IYER 
Kochi 

♦ No alternative 

Please refer to 'Ordinance 
on land acquisition' (News- 
cast, 5-18 January). Is the BJP 
heading the same way as the 
Congress? All politicians/ 
political parties find a way 
to circumvent obstacles and 
achieve their aims by hook or 
by crook. For instance, if a bill 
is not passed in Parliament, 
they use 'ordinance power'. 
Politicians also amend the 
laws interpreted by courts, 
according to their wishes. 
This is a dangerous trend. Is 
there no alternative? 

MAHESH KUMAR 
Delhi 

♦ Key role 

The 'Make in India' campaign 
has rolled out a red carpet 
to attract industrialists and 



make India a global manu- 
facturing hub to help cre- 
ate jobs and boost economic 
growth (Cover Feature, 22 
December-4 January). After 
the Mangalyaan feat espe- 
cially, nobody would want 
to question the talent of our 
people - so much so that the 
investor facilitation cell's task 
is cut out now. It is time to 
ensure a bright future for our 
country and India Inc plays a 
key supporting role to make 
our dreams come true. 

JAYANTHY S. MANIAM 
Mumbai 

♦ Good effort 

'The year of incremental 
reforms' (Cover Feature, 22 
December-4 January) was 
quite exhaustive. It was a 
keenly-awaited report on 
Modi's performance, as peo- 
ple really wish to know the 
progress he and his govern- 
ment have made so far. 

ASHISH KABRA 
Ghaziabad 

^ Clean all the way 

Re: 'The year of incremen- 
tal reforms' (Cover Feature, 
22 December-4 January), 
I would say the Swachh 
Bharat campaign deserves to 
be given the pride of place 
among Modi's reforms. A 
'clean India' would mean 
a healthy India, which can 
then take care of itself. Also, 
swachh should mean 'clean' 
externally as well as inter- 
nally, which may not be the 
case if Sadhvis and Maharajs 
are any indications to go by. 
Let's also get rid of the khap 
poison, while we are at it. 

PRADEEP KUMAR K.K. 
Mumbai 
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Kashmir surprises again 



PDP-BJP coalition is a sign of the times 




Over a month after the Jammu and 
Kashmir poll results were declared, 
the BJP and pdp have finalised a pow- 
er-sharing pact and are set to form the next 
government. Barring a last-minute hitch, PDP 
patron Mufti Mohammad Sayeed (in his 70s) 
is set to take oath as chief minister in mid- 
February while the deputy chief minister 
will be from the BjP. And the Mufti's daugh- 
ter Mahbooba, who has been the face of the 
party will remain outside government osten- 
sibly doing party work. The development 
flows from talks between the two parties fol- 
lowing the fractured verdict in the election. 
The first signs of a breakthrough were evident 
when the PDP decided to contest only two of 
the four Rajya Sabha seats for which elections 
are due and left the remaining two for the BjP 
to contest. It is a happy development in the 
context of Pakistan's all too frequent efforts to 
fish in the troubled waters of Kashmir. 

The first question that comes to mind is 
whether it will be a stable government. The 
Mufti is a mature politician and despite the 
token posturing, a nationalist. A former Union 
home minister in the V.P. Singh government, 
he has done business with the Congress 
before and knows the importance of being 
on the right side of the Centre. Obviously, he 
has decided to go with the BJP because a tie-up 
with the Congress (and the support of inde- 
pendents) would have left him with a precari- 
ously small majority. Besides, the government 
would have looked incomplete in terms of 
representation as the BJP has practically swept 
the Jammu region. According to reports, the 
PDP would get home and finance portfolios 
while the BJP would get the posts of deputy 
chief minister and assembly speaker. Sajjad 
Lone's People's Conference, which has two 
seats in the assembly, could also be part of the 
new government. Lone had been hobnobbing 
with the BJP in the run-up to the election. 

The development is indicative of the 'main- 
streaming' of Kashmir politics with that of the 
rest of India. A party which was once consid- 
ered 'untouchable' in the valley is now sharing 
power in the state. Along with the heavy turn- 
out in the state election, this marks the repu- 
diation of Pakistan's claim that New Delhi is 
forcing its writ on the border state. 

In arriving at a power-sharing formula, it is 



obvious that both sides have agreed to focus 
on governance and welfare of people instead 
of raking up contentious issues like repeal of 
Armed Forces Special Powers Act (AFSPA) and 
Article 370. There will be a common mini- 
mum programme which will be the basis of 
the new government. Both parties should 
not try not to upset the applecart. 

The state needs a duly-elected government 
for various reasons. Governor's Rule has 
always provided a handle to Pakistan to claim 
that the state is being ruled by New Delhi 
through proxy. A representative government 
can address people's grievances more pur- 
posefully. After the recent floods in the Val- 
ley, there is an urgent need of completing the 
relief and rehabilitation work. The previous 
Omar Abdullah government did not have 
the imagination or the will to participate in 
the relief effort that was mounted primar- 
ily by the army. In any case, the Abdullah 
regime had little political capital left as it was 
it on its last legs. The National Conference 
had split with the Congress, it alliance part- 
ner, and appeared to be biding its time. 

There is a lot that needs to be done in Kash- 
mir in terms of boosting its economy. First, 
the power situation needs to be improved. 
The PDP had campaigned on the plank that 
the hydropower projects being operated by 
the NHPC should be 'returned' to J&K so they 
can be utilised to exclusively meet the state's 
requirements. Can this be done? It may lead 
to similar demands from Himachal Pradesh 
and Arunachal Pradesh. Clearly, the Centre 
will have to find a via media. Sometime back, 
Rahul Gandhi had led a delegation of Indian 
Inc to motivate businessmen to invest in the 
state and create more jobs. It was a laudable 
effort but did not click. Instead of standing 
on prestige, the new government should fol- 
low up on this. 

The good thing about the emerging situ- 
ation is the important role being assigned to 
Haseeb Drabu, economist and commentator, 
in the ongoing PDP-BJP negotiations. Drabu, 
who won the Rajpora seat on a PDP ticket, well 
knows the economic needs of the state. He has 
been CEO and chairman of J&K Bank also. As 
the likely finance minister of the state, Drabu 
will require all the support he can get from the 
Mufti and the BJP to deliver the goods. ♦ 
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Editorials 



Rethink required 

The government has to ensure broader participation of investors in its 
disinvestment initiative 



On the last working day of January, 
the government of India succeeded 
in divesting a 10 per cent stake in 
Coal India, through the offer for sale route, 
collecting close to ^23,000 crore. Going by 
the strong under-currents, the government 
was hopeful of not just off-loading its 5 per 
cent of equity but also an additional 5 per 
cent by exercising its green-shoe option. 
It was unfortunate that the Sensex, which 
was soaring right through the month, chose 
the last day to shed 500 points. And this 
unnerved retail investors who remained 
wary of investing in the OFS where the floor 
price was pegged at ^358 as against the 
actual price of ^360.85. 

True the government had offered a 5 per 
cent discount over the determined price to 
retail investors. However, they felt that it was 
not worth their while to invest with very lit- 
tle left on the table for them. The floor price 
announced on 29 January was at a 4.5 per 
cent discount over the previous day's closing 
price of ^375. This price was discounted a fur- 
ther 2.8 per cent of ^386, the day on which 
the government took the final decision to 
offload the stake through the OFS route. 
Effectively the government lost 7 per cent in 
the two-day period between the announce- 
ment and the actual implementation. It is of 
course a moot question whether the govern- 
ment would have lost a few thousand crore 
more had it made the announcement two 
days prior to the launch of the OFS. 

Undoubtedly the share prices have been 
slipping ever since the announcement was 
made. Earlier in June 2014 the stock had hit 
a 52-week high of ^432 and in September 
when the Cabinet had taken the decision to 
off load a 10 per cent stake. While volatility 
exists under any market conditions, it seems 
strange that the price of GIL was on a steady 
decline when the broader market was going 
up by leaps and bounds; by over 20 per cent 
since the first announcement was made. One 
can argue that ^432 was not the correct price, 
and in the wake of declining coal prices glob- 
ally, the current market price was probably 
the best that the government could realise. 

While there is no way in which one 
can predict the correct price for a stock. 



the point is that the government's delay 
in taking quick action from the date of its 
announcement to the actual disinvestment, 
has allowed clever market operators to beat 
down the price. This has been seen as a pat- 
tern in all PSU shares divested earlier by the 
government. On the flip side there is no ade- 
quate time for investors to think in an OFS. 

In the book-building mode tried ear- 
lier, post the announcement there was a 
huge build-up by way of newspaper reports, 
analysis done by experts and a flurry of 
advertisements that kept the investors bet- 
ter informed than in an OFS. The OFS is 
undoubtedly a quick way to realise funds 
from divestment as the payment is made 
upfront by all investors and the govern- 
ment is able to get the funds in its kitty 
within a couple of days. Advertising and 
other related expenses are also negligible as 
there are hardly any road-shows normally 
associated with a follow on public offer. 
But despite the short-term advantages of an 
OFS, is the government missing the real pur- 
pose of disinvestment? Is it not the duty of 
the government to also ensure a broader 
shareholder base and allow lay investors a 
chance to participate in the growth of the 
company? At one point the government has 
to think seriously of ways to increase the 
shareholders population which is currently 
less than 2 per cent of the total population. 
Spending funds on educating Indian inves- 
tors would be more beneficial as retail inves- 
tors are stickier than institutional investors, 
especially Fiis who will not hesitate to flip 
their position for a few rupees more. 

The government has to become more 
business savvy and take a cue from Margret 
Thatcher who showed how disinvestment 
really worked. The massive disinvestment 
programme brought it thousands of first 
time investors/shareholders. Her stated aim 
was to create a shareholding democracy. 

Leaving a little more on the table for 
investors in a fixed price issue could proba- 
bly see better participation, than through an 
OFS. And it would better serve the country's 
long-term interest in having a retail inves- 
tor base that could participate and benefit 
from reforms. ♦ 
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Sound and fury 



We need better governance from ministries 




The Congress, after its massive defeat 
in the Lok Sabha elections, followed 
by defeats in various state elections, is 
finding it difficult to keep its leaders together. 
Prominent Congress faces are leaving one 
after another, raising serious questions on the 
leadership of Rahul Gandhi and Sonia Gan- 
dhi. The recent allegations of Jayanthi Nat- 
arajan, former minister for environment, in 
her letter addressed to Sonia Gandhi shows 
that leadership is losing its grip even on its 
'leaders', many of whom like Natarajan were 
plucked out of nowhere by Rajiv Gandhi. 

But what is more worrisome from the 
country's point of view is that it casts a fur- 
ther shadow on UPA IPs governance. It's 
known and well accepted even by many 
Congressmen, that the UPA II government 
was suffering from policy paralysis and the 
main erring department was the ministry of 
environment and forests. Modi, during the 
Lok Sabha elections repeatedly charged that 
there was a 'Jayanthi Tax' to clear a project 
from the environment ministry. This charge 
of blatant corruption was never proved but 
Natarajan's allegations against Rahul Gandhi 
shows that the country suffered a lot due to 
the stalling of many projects. 

The projects that suffered included 
the Vedanta project in Niyamgiri worth 
^30,000 crore, some Adani projects and the 
Nirma cement plant. Even the POSCO proj- 
ect was stuck but was later cleared within 15 
days by her successor P.C. Chacko, giving a 
clear indication that Natarajan was stalling 
the project. 

In the press conference called by Nat- 
arajan last fortnight she claimed that she 
was innocent and added that she had an 
unblemished record and served the coun- 
try following instructions from the 'high 
command' - the Gandhi family. With- 
out having to advocate Vedanta's or 
POSCO's case what she has stated raises seri- 
ous concerns on how various ministries 
worked under the influence of the polit- 
ical bosses. First, why on earth did Natara- 
jan have to accept covert suggestions given 
by Rahul Gandhi or his office as she alleges? 
Yes, she was a minister of the government of 
India and bound by her oath to uphold the 
constitution of the country. Did Natarajan 



claim that she took decisions as suggested 
by Rahul Gandhi despite "tremendous pres- 
sure from her Cabinet colleagues"; showing 
that she was loyal to the Gandhi family? This 
clearly reveals a poor standard of governance 
not only on her part but also on the part of 
the Congress high command. But having 
admitted her wrong-doing, it is glorious that 
she would now want to distance herself from 
the Congress. 

It has long been alleged that the Gandhi 
family controlled the government through a 
remote control and even Prime Minister Man- 
mohan Singh had little control over his min- 
istries. Ironically, the government expects 
better governance standards from corporate 
India. They want independent directors on 
the board of the company to act indepen- 
dently. In the same way citizens of this coun- 
try expect standards from politicians, who 
are expected to be fair and transparent. After 
all parliamentarians are elected by the public 
and they should be answerable to only to the 
public and not to their political bosses. Of 
course, the Gandhi family's denial of inter- 
fering with the government fools nobody. 

There are important lessons here for the 
BJP. It is perceived that some ministers are tak- 
ing instructions from the RSS. Many times it 
is perceived that their statements are a reflec- 
tion of the ideology of the RSS. The same fate 
the Congress met would fall upon the BJP if it 
does not act in the interest of the country. 

What we need are faster and transparent 
systems to run the government with an inves- 
tor-friendly environment. The unexpected 
gift to the Modi government of falling crude 
prices gives it an excellent opportunity to 
put the house in order. Our deficits are com- 
ing under control and so is inflation, which 
the RBI could not tame despite all its mon- 
etary policies. Even stock markets are bull- 
ish in the hope that the Modi government 
would put the investment cycle back on 
track. This is where ministers must play a key 
role in terms of taking decisions which are in 
the best interests of the country rather than 
whimsical wishes of their political bosses 
or other non-government organisations. 
We can only hope that BJP ministers do not 
make the same mistakes made by 
Congress ministers. ♦ 
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On the road again 

According to a source the hopes 
of revival of the National Highway 
Authorities of India (NHAI) awards 
has now got postponed to FY16. In 
fact, the ordering for FY15 was muted 
(1,570 kms) - translating to a paltry 
5 kms/day versus a target of 15 kms/ 
day. Almost the entire ordering was 
done in the last 3 months after the 
new government came to power. The 
source is optimistic of NHAI awarding 
5,500 kms in FY15 and has a target of 
9,000 kms in FY16, of which over 70 
per cent are expected to be awarded 
on EPC as there is no appetite for BOX; 
26 projects did not find takers in last 
two years. NHAI is enthused by the 
interest from EPC players and believes 
there is enough interest for the slew 
of orders coming up. EPC players 
have been starved of orders in the 
recent past. NHAI is well-armed to 
finance these awards through capital 
infusion (^100 billion per annum) 
and a borrowing plan of ^2 trillion 
in the next four years. It could also 
look at monetising operational assets 
(reverse BOT) and use the proceeds to 
fund new projects on EPC basis. This 
model will tap key strengths of both 
the private (execution) and public 
(funding ability) sectors. 

A smart move 

Schneider Electric, a global leader 
in energy management solutions, 
is betting big on Prime Minister 
Narendra Modi's plan to develop 
100 smart cities in India. The com- 
pany, which has been involved in 
more than 200 smart city projects 
around the world including Beijing, 
Dallas, Grenoble (France) and Rio 
de Janeiro, is pitching with various 
state governments in the country. It 
recently made a presentation to the 
Maharashtra government showcas- 
ing the benefits (in terms of energy 
saving, reduction of water losses as 
also reduction in travel time and 
traffic delays) of deploying its solu- 
tions. The company that has devel- 
oped one of the most robust and 
efficient traffic management systems 
in the world for Municipal Corpora- 
tion of Greater Mumbai, is currently 



also working with states like Bihar, 
Odisha, Kerala and Jharkhand in 
developing smart grids. Smart city 
solutions by Schneider are also being 
deployed in the Dholera Smart City 
project being executed by the Guja- 
rat government. Offering integrated 
solutions across multiple market 
segments, the company has been 
actively involved with all the stake- 
holders of this project. 

Search Plus 



According to a source. Just Dial Ltd 
(JDL), founded by V.S.S. Mani, plans 
to launch a full-fledged advertise- 




Mani: app smart 



ment campaign for the Search Plus 
platform, once the mobile app 
for the same gets ready. The bud- 
geted advertisement cost for the 
campaign is ^25-40 crore. JDL is 
developing many vendor- and ser- 
vice-centric applications which will 
ease the transactions process in 
the Search Plus platform as well as 
make the vendor rely on all its busi- 
ness needs pertaining to its reach 
on the Internet as well as inventory 
management. JDL intends to disrupt 



the e-tailing model for many prod- 
ucts and services. It is also plan- 
ning to leverage its brand equity to 
authenticate not only the vendors 
who sell on its e-market place plat- 
form but also the genuinity of prod- 
ucts which are listed. In short, JDL 
gets paid for the uncertainty of the 
vendors' pedigree. Plans are on the 
cards to launch a JDL cash service to 
authenticate and smoothen the pay- 
ment service. Meanwhile, the man- 
agement has indicated its intent to 
raise up to ^100 crore through issu- 
ance of equity shares. The funds will 
be used towards new strategic initia- 
tives, M&A activity, etc. 

Unlocking 

Gateway Distriparks Ltd's (GDL) rail 
division continues to show robust 
performance (EBITDA up by 91 per 
cent y-o-y and net profit up by 2.9 
times). On the other hand, the con- 
tainer division has been lagging 
behind. According to a merchant 
banker, GDL will soon have to hive 
off the profitable rail division into a 
new entity through an IPO. This is 
in response to the notice received 
from Blackstone GPV Capital Part- 
ners forcing GDL to initiate steps 
necessary for the IPO of Gateway 
Rail Freight post resolution of issues 
with the investee company. Mean- 
while, GDL has witnessed recovery 
of demand in its CPS business (espe- 
cially at JNPT). The uptick in Kochi 
and the commissioning of the 
Faridabad ICD facility (albeit more 
gradually than expected) would 
aid the recovery in the stand-alone 
operations. 

Mega issue 

Torrent Pharmaceuticals Ltd (TPL), 
which has recently acquired the 
business of Elder Pharmaceuticals, 
is planning to seek shareholder 
approval to raise funds to the tune 
of ^10,000 crore, including ^3,000 
crore through the equity route. 
This mega fund-raising is intended 
to strike an acquisition deal and 
retire debts. This could be a move 
to improve the overall health of 
the company. ♦ 
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Increasing seller base 



An e-commerce marketplace 
for professional tools, equip- 
ment, and industrial goods, 
Tolexo.com, started in 
August 2014, is planning to 
increase seller base to 50,000 
by the end of this calendar 




year. The portal which is tar- 
geted primarily at businesses 
of all sizes offers 500,000 
products sold by 1,000 + 
sellers. Brijesh Agarwal and 
Navneet Rai, founders of 
Tolexo.com have raised an 
undisclosed amount in fund- 
ing from IndiaMart. Tolexo. 
com receives about 1,000 
orders a day, with a majority 



of them coming from busi- 
nesses - small and large. Busi- 
nesses and institutions are a 
much larger target market 
than retail for products sold 
on Tolexo.com. Tolexo acts 
as a pure marketplace and 
does not sell on the portal 
through a subsidiary or a sep- 
arate company. 

Expanding 
portfolio 

Alberto Torresi, an Indian 
footwear brand started by 
Ishaan Sachdeva plans to 
expand its portfolio of prod- 
ucts and it will also launch 
women's range this year. 
Since starting in 2010, it has 



been growing at 80-100 per 
cent y-o-y. It sells through 
600 multi-branded stores 
in 21 cities in India, which 
Sachdeva plans to increase 
to 1,100 this year. The com- 
pany has no branded stores 
at present, but, it is selling on 
e-commerce platforms and 

t(/A% ALBERTO'' 

comxpany's e-com^mxcrce web= 
site albertotorresi.com, 

launched late last year. Some 
30 per cent of its revenue 
comes from online sales. 

New 

merchandise 

Started as an online shop 
for football merchandise of 
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international football clubs 
in India in January 2014, 
Goalsquad.com is now 

expanding to include mer- 
chandise of NBA, Tennis, 
Formula 1, Cricket and 
Indian Super League (ISL). 
Goalsquad follows an 
inventory-based model and 
imports the official mer- 
chandise in to the country. 
Aashay Shah and Rushang 
Shah, founders of Goal- 
squad, have invested ?1 
crore so far, with the major- 
ity of the cost going in 
buying the inventory. Goal- 
squad receives 1,000-1,500 
orders a month with an 
average ticket size of ?950 
and is growing at 20-30 per 
cent month-on-month. ♦ 



WEBWATCH 



A multi-lingual keypad 

Addressing the pain point of mobile phone users who want to 
write on their phone in their own language. Reverie Language 
Technologies has launched a free app called Swalekh for 
Android smart phones with 11 Indian languages such as Assa- 
mese, Bengali, Gujarati, Hindi, Kannada, Malayalam, Marathi, 
Oriya, Punjabi, Tamil, Telugu and English. Swalekh is a multi-lin- 
gual keypad compatible with 
all computing devices run- 
ning Android OS. 

Swalekh can be used in 
three modes - native, pho- 
netic and macaronic. In the 
native mode, users can type 
using the native language 
character keyboard. In the pho- 
netic mode, even if users type 
in English, the text gets con- 
verted into the selected lan- 
guage automatically. In the 
macaronic mode, users can 
communicate in their native 
language and in English. Rev- 
erie plans to add other Indian 
official languages and several 
popular dialects in the Swalekh 
app soon. It sells cloud based 
language solutions to enter- 
prises, app developers, and 
content developers, while also 
planning to launch its prod- 
ucts in the Middle East and 
Southeast Asia in the next six 





months. 

Mylaw.net, an 

Indian online 
legal education 
portal has part- 
nered with ilaw 
Global, a US- 
based legal edu- 
cation provider, to offer courses on US law and international 
law to Indian lawyers, and law students. There is demand for 
an offering as the world is becoming truly flat and the 
number of cross-border transactions continues 
to increase every year. Mylaw.net claims such 
an offering will help companies reduce time 
and cost in making legal decisions that involve 
cross-border 
transactions. 
To begin with, 
Mylaw.net is offering 
two courses: interna- 
tional taxation that 
will include laws of 
the US, Europe, China 
and International Intel- 
lectual Property Rights. 
Both the courses are three- 
month-long courses delivered 
via asynchronous videos and ebooks. Courses will begin on 1 
March and, while pricing is still being worked out, it'll be $550- 
600. Both the companies plan to increase the number of courses 
graduallyand later, courses on Indian lawwill also be offered to law 
students in US. ♦ 
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Base price for 
spectrum auction 

The government has fixed 
the base price for 3G 
auction at ^3,705 crore per 
mega hertz. Along with 
the spectrum in 2,100 MHz 
band, which is used to offer 
3G services, the government 
will also offer the second 
generation or 2G mobile 
airwaves in three different 
bands in an auction 
scheduled in March. 

No appeal against 
Vodafone order 

The government said it 
would not appeal against a 
Bombay High Court order 
in a ^3,200 crore tax case, 
involving telecom firm 
Vodafone. The move could 
pave the way for similar 
treatment in several other 
cases. Several multinationals 
such as Shell and Nokia have 



complained of getting an 
unfair deal. 

India wants to keep 
US chicken out 

India has challenged a World 
Trade Organisation (WTO) 
ruling, asking it to lift a ban 
on the import of poultry 
from the US, a move aimed 
at helping check shipment of 
low-cost chicken legs, which 
are discarded in America as 
they are perceived to have 
higher cholesterol levels. 

Phase III auction of 
FM radio approved 

The Central government 
gave its nod for phase-Ill 
auctions of private FM radio 
channels. It also cleared 
migration/renewal of 
licences from Phase II to III 
for 135 channels in 69 cities. 
There are 243 private FM 
radio channels in operation 
across 86 cities, from the 
first two nhases. 



No dilution of Doha 
agenda 

India suggested that there 
should be no dilution of 
World Trade Organisation's 
(WTO) stalled Doha 
development agenda. It has 
also said that a permanent 
solution on the issue of 
public stock holding for 
food security purposes 
was critical and should be 
addressed on priority basis 
by the members of the WTO. 

AMFI launches all- 
in-one portal 

The Association of Mutual 
Funds in India has launched 
a portal www.mfuindia.com 
(MF Utility India), which 
will allow investors to buy 
schemes of fund houses 
using a single application 
and paying money through 
a single payment. Investors 
have to open a common 
account number (CAN), 
which will function as the 



unique ID number for all MF 
investments. 

Six firms clear stage 
for EPFO funds 

Six fund managers have 
qualified for technical and 
financial bids for managing 
EPFO funds. They are HSBC 
AMC, icici Prudential, 
Reliance Capital AMC, 
ICICI Securities Primary 
Dealership, Birla Sun Life 
AMC and UTI AMC. 

BSE plans 
international 
exchange in Gujarat 

BSE has plans to foray 
into commodity trading 
business and also set up an 
international exchange in 
Gujarat to cater to global 
companies and investors. 
For its foray into commodity 
exchange segment, the 
exchange has got SEBl's 
approval, while further 
work is in nrogress. 
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Banks not keen on 
insurance broking 

Banks have refused to 
give up their corporate 
agency hcence to become 
insurance brokers. This 
came as a response after 
the Reserve Bank of India 
issued the final guidelines 
permitting banks to 
undertake insurance broking 
business departmentally or 
by setting up a subsidiary/ 
joint venture. Banks have 
complained that they found 
the regulations onerous. 
Since the banks have floated 
insurance companies 
through joint ventures 
with own significant 
stakes in them, they would 
continue to sell policies of 
their subsidiary insurance 
companies. 

Gauhati Stock 
Exchange exit from 
bourse Business 

Market regulator Securities 
& Exchange Board of India 
(SEBI) has allowed Gauhati 
Stock Exchange (GSE) to 
exit stock bourse business. 
According to SEBI, GSE has 
substantially complied with 
the conditions for its exit as 
per the regulator's framework 
and, therefore, it is a fit case 
to allow exit. Earlier, SEBI had 
allowed Hyderabad Securities 
& Enterprise, Coimbatore 
Stock Exchange, Inter- 
connected Stock Exchange, 
Ludhiana Stock Exchange, 
Cochin Stock Exchange and 
Bangalore Stock Exchange 
to exit. 

SEBI allows 
reissuance of 
corporate debt 

SEBI has said that it will 
allow companies to re-issue 
existing corporate bonds, 
in a move that is expected 
to avoid the fragmentation 
of liquidity in debt markets 
with multiple issuances. 

Senior officials to 
strengthen recovery 
process 

SEBI is set to strengthen 
its search & seizure team 



that will initiate recovery 
by hiring senior officials 
at the rank of assistant 
commissioner of income 
tax and inspectors on 
deputation from the 
department of income tax, 
custom, excise, service tax 
and other departments. A 
recent amendment of the 
SEBI Act has given its board 
powers to conduct search 
and seizure operations, but 
it wasn't getting applicants 
with the right skills and 
expertise. 

SEBI norms soon on 
algo trading 

SEBI will come out with a 
fresh set of guidelines to 
curb very high order-to- 
trade ratio taking place 
through algo trading. 
The exchange was the 
first regulator globally to 
come with a ruling on algo 
trading in 2013. The main 
argument in favour of algo 
trading was the fact that it 
provides liquidity. And more 
the liquidity in the system, 
less are the chances of any 
manipulation. But various 
instances across the globe 
have shown that they add up 
to the exit mechanism. The 
liquidity dries faster than in 
the open trade. 

SEBI to consult 
CAs on takeover 
valuations 

To ensure fair treatment 
of minority investors 
during takeovers of listed 
companies, regulator SEBI 
has decided to seek the help 
of chartered accountants 
and merchant bankers for 
an independent valuation 
of the price offered to small 
shareholders. 

SEBI eases insider 
trading norms for 
MF investors 

Individuals with inside 
information of a company 
can now put their money 
in a mutual fund scheme 
that invests in the shares 
of that particular company, 
after the new regulations on 
insider trading by the SEBI 



made an explicit distinction 
between investors of mutual 
funds and the directors or 
employees of fund houses. 
Such investments by 
individuals privy to 
insider information would 
not be seen as a violation 
of SEBl's insider trading 
regulations. 

SAT to hear to look 
into complaints 
against IRDA 

Insurance companies 
may soon be required to 
appeal before the Securities 
Appellate Tribunal against 
grievances related to orders/ 
decisions by the Insurance 
Regulatory and Development 
Authority of India. With 
SAT being given powers 
under the Insurance Laws 
(Amendment) Ordinance to 
deal with cases from refusal 
of registration to imposition 
of penalty by IRDA, a host of 
cases would now come under 
SAT purview. 

IRDA to review 
agents' commission 
rules 

The Insurance Laws 
(Amendment) Ordinance has 
omitted Section 40A of the 
Insurance Act 1938, which 
talks about commission 
to insurance agents. At 
present, the IRDA is working 
on a revised commission 
structure. Under Section 
40A of the earlier Act, no 
insurance agent would get a 
commission exceeding 7.5 
per cent of the first year's 
premium. 

India not ready for 
full capital account 
liberalization 

The Reserve Bank of India 
has said that India is not 
ready for opening its capital 
account fully to foreign 
investors at this point in 
time as the pros and cons 
of such liberalisation are 
'contentious'. RBI is keen 
to develop a wide range of 
derivatives products but with 
caution, like considering 
introducing bond futures in 
other maturities apart from 



10-year maturity allowed 
now. 

Banks told to review 
base rates 

In a move to make lenders 
pass on changes in policy 
rate to borrowers, the 
Reserve Bank of India has 
asked banks to review their 
base rates, or minimum 
lending rates, every three 
months based on the cost 
of funds. Currently, there 
is no fixed schedule for 
the review of the base rate. 
There has been criticism 
that, in the past, banks have 
been reluctant to pass on 
the benefits of rate cuts to 
customers. However, they 
always been prompt to raise 
the benchmark lending rates 
immediately after policy 
rates are hiked by the central 
bank. 

RBI directs banks to 
display all loan costs 

The Reserve Bank of India 
has made it compulsory 
for banks to set out every 
possible cost in respect of 
the loan in a fact sheet at 
the processing stage. Banks 
will also have to publish 
the annual percentage rate 
representing the total cost 
of credit to an individual 
borrower. They will also 
have to display on their 
website the interest rate 
range for various contracted 
loans for the past quarter 
for different categories of 
advances. 

NHAI seeks views 
on sale model for 
assets 

The National Highways 
Authority of India (NHAI) 
has sought suggestions from 
experts and the industry on 
a possible model for sale of 
road assets. The authority 
is considering recovering 
the cost of construction it 
incurred by selling highway 
projects developed under 
the government-funded 
model called engineering- 
procurement-construction 
(EPC) to raise funds for new 
projects. ♦ 
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Nair: making 
farming lucrative 



In April 2011, 
Business India 
had written 
about Camson 
Biotechnologies 
taking the microbial 
route. Now it has 
agged off a zero 
residue farming 
campaign 




The Bangalore-based Camson Biotech- 
nolgies Ltd (CBL) has been growing at a 
scorching pace. Over the last two years, 
the company's revenue has grown from ^110 
crore in March 2012 to ^191 crore in March 
2014 - a growth of 74 per cent. For the year 
ended March 2014, the company's biocides 
business grew at 76 per cent compared to a 
year ago. Now, despite the delayed and spo- 
radic monsoon, sales of biocides for the half 
year ended 30 September 2014 have grown 
by 50 per cent, compared to the correspond- 
ing period last year. 

''At the macro level, it has made farming 
more lucrative," explains Santosh Nair, CEO, 
CBL. "The additional income generated has 
boosted the rural economy, leading to addi- 
tional investments in these markets by cor- 
porates and governments alike". Nair entered 
the agriculture industry after 19 years of 
experience in banking and finance industry, 
working with the likes of Merrill Lynch and 
HDFC Bank. At Merrill Lynch, he was part of 
global wealth management group and man- 
aged Indian business for the group. Cur- 
rently, his goal is to drive the expansion of 
CBL's business overseas. 

'The plan is to bring about a meaningful 
change in the way agriculture is done across 
the globe," adds Nair, flagging off CBL's 'zero 
residue farming' campaign, to communi- 
cate and spread awareness on growing health 
concerns among farmers and the end con- 
sumers. "We plan to take Camson to every 
part of the country and eventually every part 
of the globe. Our technologically-advanced 
zero residue products have a stronger pull in 
developed countries that are more than will- 
ing to pay a premium for products that are 
not laden with synthetic poison". 

Through this campaign, Camson wants 
to help farmers to adapt healthy farming 



practices. It has set up institutional business 
desk to encourage distribution of goods and 
services across corporate entities. "Also, we 
have set up a credit desk to proactively mon- 
itor risk and credits," Nair informs. 

So far, on domestic turf, CBL is present in 
Punjab, Gujarat, Maharashtra, Haryana, UP, 
MP and Rajasthan. It is now looking at cap- 
turing markets in other states by increasing 
the dealer and distributor base and at the 
same time working alongside various NGOs 
for promoting safer farming practices. "At 
the same time, we plan to uplift the farm- 
ers by helping them improve and maintain 
the soil health, improving their way of doing 
farming and eventually their social condi- 
tion by virtue of our products, our initiatives 
and our service". 

Founded in 1993, Camson combines tra- 
ditional knowledge in agriculture with latest 
advances in safety and protection to mar- 
ket a wide range of products. These include 
a product portfolio of 22 bio-pesticides, 
seven bio-fertilisers, four natural fertilisers 
and 60 hybrid seeds. Derived entirely from 
microbes, Camson's bio-pesticides, called 
biocides, are distinguished from synthetic 
pesticides by their unique modes of action, 
non-toxicity to non-target species and 
bio-degradability. 

Camson's bio-fertilisers are also combina- 
tions of bio-agents that enhance the concen- 
tration of plant nutrients in the soil. Camson's 
range of natural fertilisers, a breakthrough 
in agri-biotech research, provide 100 per 
cent organic alternative to synthetic fertilis- 
ers and enrich the plants with NPK, available 
through bio-sources. In hybrid seeds. Cam- 
son is also in breeding and has introduced a 
variety of high-performing hybrid seeds. 

♦ LANCELOT JOSEPH 
feedback@businessindiagroup.com 
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On the way up 

Agro Tech Foods (part of the US-based 
ConAgro Foods) wanted to be a food 
company and has been concentrating on 
food products. The company had introduced 
ready-to-eat packs of Act II popcorn, which 
has been well-received. Agro Tech continues 
to focus on Act II popcorn - both ready-to- 
cook and ready-to-eat varieties. New variants 
were introduced in both the segments. 

Today, Agro Tech Foods has three plants. 
And, in 2014-15, a fourth plant is expected 
to become operational in Uttar Pradesh. Agro 
Tech has also acquired land in Guwahati to 
put up its fifth plant. 

The company has entered into the conve- 
nience meals category. Today, it is setting up 
manufacturing facilities for producing con- 
venience meals in Kashipur, UP, with the 
plant about to go on stream soon. According 
to the company management, this facility 
will help them bring to the market both con- 
venience meals and meal enhancers. 

Peanut butter is yet another food product 
Agro Tech Foods felt 
would be the growth 
driver. It opened its 
first peanut butter 
manufacturing unit, 
built at a cost of ^35 
crore in Jhagadia, 
Gujarat, in June 2014. 
The unit in Jhaga- 
dia will produce pea- 



Flashback 



In October 2011 
Business India 
had reported that 
Agro Tech Foods 
is moving from 
commodities to 
foods. Today, it has 
made substantial 
progress in the 
new field 



nut butter not only for 
commercial sale, but 
also for CSR activities, 
which it has started 
in October 2012. The 
programme, aimed at addressing malnour- 
ishment, involves providing peanut butter 
to the underprivileged. In 2011-12, it pro- 
vided butter to 1,500 children. By 2013-14, 
the number had swelled to 5,000. 

In the past, the company had expanded 
its flagship brand Sundrop Oil by introducing 
'Slimlite Cooking Spray'. It felt the future was 
in developing new oil blends to increase the 
penetration of Sundrop brand. In 2013-14, it 
had also introduced Sundrop Olivea (a blend 
of olive oil and Sunflower oil). The Sundrop 
range contributes a major chunk of the com- 
pany's turnover. 

Investors have been wondering why the 
company has not changed its name from 
Agro Tech Food India to ConAgro Foods 
India. It is listed in the Indian bourses. ♦ 
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30 YEARS AGO 

The sad plight of cost audit 

So far, the Central government has brought just 
28 industries under the purview of the provision 
requiring compulsory maintenance of cost account- 
ing records, covering about 1,600 active manufac- 
turing units. Since 1980, not a single new industry 
has been added, despite repeated pleas by the ICWA 
and the usual assurances of the ministry. 
MMH The new Companies (Cost Records and Audit) 
Rules 2014 were notified on 31 December 2014 but 
they continue to leave out industries such as automo- 
biles and auto ancillaries. Industries such as paints lyoA^ 
and packaged foods and a large chunk of machinery and mechanical appli- 
ances have also been taken out of the purview. In a liberalised environment, 
are these rules relevant, except where the status of regulated industries or util- 
ities require information on costs? 
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Institutions: global chemistry Bttsme§s India 

NCL, Pune, has long been known as a centre of 
excellence in chemical research. The tradition estab- 
lished by outstanding chemists who had led NCL 
from 1950 to the late 1980s includes Bain, Finch, 
K. Venkataraman, B.D. Tilak and L.K. Doraiswamy, 
who took it to great heights. 
ESM NCL continues to have persons with distinction 
serving as its directors. Paul Ratnasamy (1995-2002), 
established the Catalysis Division at NCL in 1980. S. 
Sivaram, a polymer chemist, led the institution dur- 
ing 2002-10. Sourav Pal, a distinguished theoretical 
chemist, is the current director and took charge on December 2010. NCL has 
invented a special filtration technique to store, pack and increase the shelf life 
of Neera, a soft drink - special because of its clarity and contents. The earlier 
limited shelf life of the product was its major constraint. Besides, the institute 
has also brought Zeolite Catalysts to the industry. 

5 YEARS AGO 

REC: Fuelling growth 

Domestically, REC holds the highest long-term bor- 
rowing credit rating from four credit rating agencies 
- CRISIL, ICRA, Fitch and CARE. On the international 
front, it holds long-term borrowing ratings from 
Fitch and Moody's that are on a par with sovereign 
ratings for India. Last year, it had dished out 45 per 
cent as dividend. And, for the current year, it has 
already declared an interim dividend of 30 per cent 
(as against 20 per cent last year). 
ESMFor 2013-14, REC continues to enjoy the highest 
credit rating AAA from CRisiL, care, India Ratings & 
Research and ICRA. On the international front, the company enjoys credit rating 
equivalent to the sovereign rating of India from Moody's and Fitch. REC contin- 
ues to be a profit-making and dividend-paying company. For 201 3-14, the total 
dividend paid was ^9.50 on a face value oftlO, which works out to 95 percent. 
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There are immense possibilities for global investors 
in India. India offers you 3Ds - Democracy, 
Demography and Demand. You will not find all of them 
(3D's) together at any other destination of the world. 
By 2030 India will be 5*^ largest exporter in the world. 
India is growing fast. The process of development we 
are taking up is not incremental. We are planning to 
take a quantum leap. It is not limited to one sector or 
region, it is truly unlimited. We are open to ideas, 
investments and innovations. 

Shri Narendra Modi 

Hon'ble Prime Minister of India 
January 11, 2015 



The mood around the world 
for investment in India is very 
positive. We in the process of 
removing bottlenecks and 
simplifying the procedures in 
areas like defence and rural 
infrastructure. FDI in Insurance 
will raise the confidence of foreign 
investors. 

Shri Arun Jaitley 

Hon'ble Union Minister 

of Finance, Corporate Affairs and 

Information & Broadcasting 

January 12, 2015 



^\ Gujarat is privileged that CEOs from 
world over have converged here to ideate 
on transforming India for transforming 
world. Vibrant Gujarat 2015 exhibits the 
true spirit of Vasudhaiva Kutumbakam'. 
The Summit has not just limited itself to 
the exchange of business, but evolved into 
a fusion of cultures. Over seven editions of 
Vibrant Gujarat, we have tried to redefine 
'Global Economy' into a true partnership 
among equals. 

Smt. Anandiben Pate! 

Hon'ble Chief Minister of Gujarat 
January 12, 2015 




Rana Kapoor, MD & CEO and President assoc>ham with Smt. Anandiben Patel, Hon'ble Chief Minister of Gujarat, and Shri Rajnath 

Singh, Hon'ble Home Minister at the Vibrant Gujarat Global Summit 2015 held in Gandhinagar, Gujarat. 



AND PARTNERSHIPS: 
into VIBRANT INDIA 
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The 2015 edition of tlie Vibrant 
Gujarat summit is all about 'globalising' 
the event and taking it into a higher 
orbit. Gujarat has a 1,600 km long coastal 
line, it has transparent policies, it has 
24/7 power supply, it has strong political 
leadership and it has financial stability. 
Amari pase takat che. Ame takat thi 
aagal vadhiye che (We have might, we 
are moving ahead with our own might), 

Shri Saurabhbhai Patel 

Minister for Finance, Energy and Petrochemicals, Mines 
IVIinerals, Cottage Industries, Salt Industries, Printing and 
Stationery, Planning, Tourism, Civil Aviation, Govt, of Gujarat 

January 12, 2015 
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H India offers immense oppor- 
tunities to investors who are on a 
cleaner energy future. I congratulate 
Gujarat for harnessing solar energy 
for sustainable development and 
these are some of the initiatives India 
can take forward for humanity, i 



I 



rr 



Mr. Ban Ki-Moon 

UN Secretary-General 

January 11, 2015 




President Obama and Prime 
Minister Modi share common vision. 
India and the USA have a common 
responsibility, common opportunity 
and if we work together, I'm convinced 
the World's oldest and the world's 
largest democracies can help to forge a 
new era of shared prosperity and 
security. PM Modi's campaign 'Sabka 
Saath Sabka W/coos' sounds pretty 
good for all of us to adopt. 

Mr. John Kerry 

US Secretary of State 

January 11, 2015 



India is confident that the 
Government's resolve to achieve 
economic and social progress is 
stronger, more disciplined and 
more innovative than ever. I am 
confident that Gujarat's highly 
successful 3P model of Positivity, 
Possibilities and Partnerships, along 
with heightened cooperative 
federalism, when replicated across 
each of the 29 states and 7 UTs, will 
be instrumental in leveraging our 
nation's resurgent optimism into 
progressive economic growth and 
accelerated development for all. ff 



Rana Kapoor 



o 



President assochaa/i 
MD&CEOl 




H The Government of India is promptly 
putting in place the building blocks for 
rapid growth, streamlining the national 
regulatory structure, using public funds 
more efficiently, and promoting social 
inclusion. We project that India will be a 
bright spot in an otherwise medium 
global economic outlook. India, 
according to our projections, is 
expected to grow 6.4% this year and 
faster in 2016. ff 

Mr. Jim Yong Kim 

President, World Bank 

January 12, 2015 
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NetApp closes in on its 
15th year milestone in 
India in 2015, where the world 
of data and storage has trans- 
formed. "Data is flooding in at 
rates never seen before - dou- 
bling every 18 months. Cisco 
Global Cloud Index (2013-18) 
forecasts that global data 
center traffic will nearly tri- 
ple from 2013 to 2018 with a 
CAGR of 23 per cent/' explains 
Rick Scurfield; senior VP, 
Asia-Pacific, NetApp, based 
in Singapore. "As estima- 
tions of the industry cannot 
be a guarantee, the role for 




companies like NetApp is cut 
out to anticipate and to 'over- 
innovate' in order to cater to 
the future demands that the 
mutiny of data will create," 
adds Anil Valluri, presi- 
dent, NetApp's India oper- 
ations where NetApp has 
knocked the competition off 
and moved from number six 
to number two position in 
the last three years. In fact, 
NetApp India is a case study 
for NetApp global on how 
NetApp India has addressed 
and captured the Indian 
enterprise market. ♦ 





Milk 

one 
larg- 
dairy 
man- 
has 



■ I ^ Parag 

I ^f^'^^ ^ Foods, 

I ^ of India's 

W I private 
I product 

ufacturers, 
launched its new 
corporate iden- 
tity and logo. The 
company plans 
to bring all its 
brands together 
under one new 
corporate brand, 
while also intend- 
ing to expand into 
newer milk segments and extend its brand portfo- 
lio, to drive the next phase of growth. The com- 
pany expects to end the current financial year with 
a turnover of ?1,500. "We have realised the need 
of connecting brand portfolio with the parent 
organisation," says Devendra Shah, chairman, 
Parag Milk Foods. "This builds a sense of confi- 
dence in the consumer's mind and that is what we 
endeavour to do with our new corporate identity". 
The company currently has four brands - Goward- 
han. Go, Pride of Cows, ToppUp. ♦ 



Tata Motors last fortnight 
launched its much-awaited 
sporty hatchback, the all-new Bolt. 
Manufactured at the Pimpri plant 
in Pune, Bolt is the latest car from 
the company, under its Horizon- 
ext umbrella. The Bolt is launched 
at a starting price of ^4.65 lakh (ex- 
showroom, Mumbai), for the Revo- 
tron (petrol) 1.2T and starts at 
?5.75 lakh, for the diesel variant. 
Speaking at the launch, Mayank 
Pareek, president, passenger vehi- 
cles business unit, Tata Motors, 
said, "With the aim to deliver the 
best to our customers, we at Tata 
Motors are delighted to launch the 
much-awaited Bolt, a sporty hatch- 
back. We expect Bolt to strengthen 
our presence in the hatchback mar- 
ket. A stylish car with many seg- 
ment first features, the Bolt offers 
global design and standards. 
Designed and engineered by our 
teams across India, UK and Italy, 
it is the next leap under our Hori- 
zonext strategy and represents the 



new DNA of our passenger vehicles 
business, with the commitment to 
provide the best vehicles and expe- 
riences to excite our customers." 
The word 'Bolt' signifies speed, rep- 
resenting an attitude of winning 
and staying ahead. This attitude is 
embodied in the all-new Bolt in all 
aspects of design, drive and seam- 
less connectivity. ♦ 




Safexpress, India's largest supply chain & logistics firm, 
recently launched its state-of-the-art logistics park at 
Faridabad. Spanning over an area of 1,80,000 sq ft, this 
ultra-modern logistics park is strategically located on NH 
2. "Faridabad is a major economic growth centre of Hary- 
ana. It is one of the important industrial regions of north 
India and a hub for both large as well as small scale indus- 
tries including mechanical and light engineering goods. 
The city is strategically located and serves as a nodal point 
for supply chain & logistics across north India region," said 
Pawan Jain, CMD, Safexpress, at the inauguration. "We 
have made a significant investment to set up this ultra-mod- 
ern logistics infrastructure. This will help the industries in 
Faridabad belt in having access to our world-class supply 
chain & logistics services, which would contribute heavily in 
the economic growth of this region." ♦ 
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India has been invited as 
a partner country in the 



Navi Mumbai-based Neu- 
roGen Brain & Spine 
Institute has emerged as 
a globally-acclaimed centre 
of excellence for stem ther- 
apy for incurable neurologi- 
cal disorders such as Autism, 
cerebral palsy, muscular dys- 
trophy, mental retardation, 
head and spinal cord inju- 
ries and other neuropsychiat- 
ric disorders. In a pioneering 
move, the institute which 
has treated 2,600 patients 
from 33 countries including 
the US and the EU in a short 
span of one year, not only 
offers just stem therapy but 
also specialised rehabilitation 
for patients. Recently, the 



The need for security sys- 
tems has not been appro- 
priately addressed in the 
Indian automobile market 
for a long time, according to 
Ravi Damodaran, presi- 
dent, technology & strategy, 
Varroc group, headquartered 
at Aurangabad, Maharashtra. 
"We have now joined hands 
with Scorpion Automotive 



Hannover Messe 2015, 

the world's largest and oldest 
engineering trade fair in 
Germany, for the second 
time after nine years. Under 
the slogan of "Make in 
India', Prime Minister Modi 
will promote the modernisa- 
tion of India's factories and 
infrastructure and encou- 
rage greater foreign invest- 
ment in India. Along with 
EEPC, cil has also been man- 
dated to organise a high level 
participation from the coun- 
try. The ministry of com- 
merce will showcase about 




institute, backed by all mod- 
ern facilities and a team of 
highly qualified doctors, had 
collaborated with US-based 



to introduce innovative prod- 
ucts in this area," he says. 
Varroc, which signed a tech- 
nical collaboration with the 
UK-headquartered vehicle 
security products maker last 
fortnight, will now manu- 
facture the licensed security 
products for its own markets. 
Adds Mark Downing, man- 
aging director. Scorpion: "We 



250 Indian companies in 
the trade show. "As a partner 
country, India is coming at 
exactly the right moment," 
says Mehul Lanvers-Shah, 
managing director, Hanno- 
ver Milano Fairs India Pvt 
Ltd. "India will be showca- 
sing itself to the world as a 
modern, upwardly mobile 
economic power, while it 
simultaneously takes advan- 
tage of the opportunities 
offered by Hannover Messe 
to invest in modern techno- 
logy to strengthen its dome- 
stic economy". ♦ 



NGO - Race MD - to acceler- 
ate the search for interme- 
diate therapies that could 
prolong the life and health 
of children with a complex 
disorder, Duchene Muscu- 
lar Dystrophy. "Stem cell 
therapy is one of the newer 
treatment options for several 
incurable neurological disor- 
ders. Our centre is unique in 
a sense that therapy apart, we 
provide rehabilitation facility 
for our patients," says Alok 
Sharma, founder & director, 
NeuroGen, which is looking 
to replicate this effort in few 
more cities/locations includ- 
ing overseas destination like 
Middle East and the US. ♦ 



see our strategic partnership 
as a very good fit as we look to 
grow the sales of our products 
worldwide." The agreement 
licenses Varroc to exclusively 
design, manufacture and 
sell to two -wheeler and four- 
wheeler OEMs in India. The 
products to be introduced 
include alarms, immobilisers, 
heated grips, throttle locks, 
smart chargers and vehicle 
tracking devices. "Varroc and 
Scorpion are a great exam- 
ple of such a great unbeat- 
able collaboration between 
the UK and India," says 
Kumar Iyer, British deputy 
high commissioner & direc- 
tor general. United Kingdom 
Trade & Investment (UKTI), 
which enabled the agree- 
ment after working with Scor- 
pion for three years. ♦ 
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Anew business school 
in Chennai aims to be 
'world class'. "It has been 
a passionate dream to start 
a B-school which is on 
par with any other in the 
world," says Thangam 
Meganathan, chairper- 
son, Rajalakshmi group of 
institutions, who launched 
the institution last fort- 
night. "We started work- 
ing as early as in 2010, and 
found that there was a great 
demand for management 
graduates with a clear orien- 
tation and direction on mar- 
keting." The Rajalakshmi 
School of Business will 
therefore, focus on produc- 
ing management graduates 
who are expert in marketing 
and allied fields. Its two-year 
postgraduate diploma pro- 
gramme is aimed at offer- 
ing the industry "highly 
qualified and skilled mar- 
keting professionals who are 
trained in a scientific man- 
ner, capable of contribut- 
ing to their company from 
day one", Meganathan says. 
"We have positioned our 
B-school so that industry 
will look to us for giving 
them excellent marketers 
with management educa- 
tion." B-schools should have 
a strong and organic con- 
nect with trade and indus- 
try, but even today, many 
MBA institutes produce grad- 
uates, who have no grasp of 
what really happens in the 
industry even after two years 
of study - and the compa- 
nies that hire them have to 
spend enormous amounts 
of money and resources to 
train them to become pro- 
ductive, she adds. ♦ 
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India and Iran share a relationship which 
is age-old and backed by strong cultural; 
social and economic ties," said Hadi Gha- 
vami, Member of Parliament, The Islamic 
Republic of Iraii; during an interactive 
meeting jointly organised by All India Asso- 
ciation of Industries and MVIRDC World Trade 
Centre; along with Consulate General of the 
Islamic Republic of Iran (Mumbai). ''I am here 
to support this strong bond, to give a boost to 
the private sector and support foreign invest- 
ments to Iran. Development and growth are 
the basis for this relationship. India has all 
along followed the path of development and 



Iran has always embraced development and 
so India-Iran ties have gone to the root of 
development for better ties which is impor- 
tant." Ali Akbar Farazi, vice-president; 
international affairs, Iran Chamber of 
Commerce, Industries, Mines and Agri- 
culture; in his address, stressed that although 
India and Iran have friendly relations; much 
needed to be done in increasing trade values 
between the countries. He was of the opinion 
that the private sector needs to do much more. 
Bilateral trade between India and Iran; which 
currently stands at about $15 million, has the 
potential to reach $20-30 million. ♦ 




The Seventh Annual Dig- 
ital & Media Predic- 
tions report for the year 
ahead released by Millward 
BrowU; a global research 



South Korean steel major 
Posco's $12 billion Odisha 
project, which has stuck 
for want of clearances, may 
finally see the light of the day. 
Kwon Oh-Joon, chief execu- 
tive Posco, Gee Woong Sung; 
Posco India chief and Joon- 
Gyu Lee; South Korea's ambas- 
sador met Prime Minister 
Narendra Modi last fortnight; 
who assured speedy expedi- 
tion of approvals. Posco offi- 
cials reportedly briefed him on 



agency identifies the need 
for marketers to empower 
programmatic media buying 
systems to do more than sim- 
ply access cheaper and more 
targeted impressions. "To 
date, the debate around pro- 
grammatic media has been 
firmly centered on the 'how' 
of operations and behav- 
ioral metrics such as cost per 
click," said Mark Henning, 
AMAP head for media & dig- 
ital, Millward Brown. "In 
2015, we expect marketers to 
be equally focussed on the 
benefits programmatic may 
be able to bring to building 
meaningful brands and the 
opportunities to leverage it 



more creatively." According 
to the report; other impor- 
tant changes anticipated in 
the media landscape around 
the world include emergence 
of new and exciting paid 
marketing opportunities on 
micro -video platforms; loca- 
tion-based marketing oppor- 
tunities, which will become 
powerful when brands focus 
on consumers' interests 
rather than on their own; 
and the emergence of native 
advertising as the established 
medium, with advertisers 
partnering best-in-class pub- 
lishers, who strike the right 
balance between advertising 
and editorial. ♦ 



Switzerland has chalked out 
a comprehensive strategy 
to provide fillip to its tourism 
sector, which is its fourth larg- 
est industry watch-making. 
Being a part of its five stra- 
tegic markets - BRIG as also 
Poland, India has emerged as 
an important market for this 
European destination, which 
has been a traditional attrac- 
tion for Indians. In order 
to spur the flow of visitors 
from these focussed coun- 
tries during the ensuing sum- 
mer, Switzerland Tourism 
has added some more attrac- 
tions to its portfolio of offer- 
ings. ''Over the years, India 
has emerged as an important 
market for us," said Urs Eber- 
hard, executive vice-presi- 
dent, international markets 
& MICE, Switzerland Tour- 
ism, during his recent visit 
to India. "After slowdown in 
2013, we have seen a mod- 
est growth last year and this 
year we are aiming at improv- 
ing the inflow of Indian vis- 
itors on the back of series 
of initiatives carried out by 
us." Switzerland, which is 
also celebrating 150 years of 
its winter tourism this sea- 
son, is betting big on India. ♦ 



wheels. As per the mines ordi- 
nance, the company will have 
to bid for the minC; as it has 
not yet been issued the min- 
ing licence pending clearance 
from the Centre. However; 
officials privy to the meet- 
ing between Modi and Posco 
officials said that the Centre 
would abide by all its interna- 
tional commitments includ- 
ing assured mining licences for 
Posco to source iron ore from 
Khandadhar mine. ♦ 



the company's plans in Maha- 
rashtra and Gujarat besides the 
Odisha project that has experi- 
enced inordinate delays spread 
over the last one decade. Posco 
has been waiting for a 'no 
objection' from the govern- 
ment to mine iron ore in Khan- 
dadhar and setting up the 12 
million tonnes steel plant at 
Jagatsinghpur the mines and 
minerals (development and 
regulation) ordinance has 
put spoke in the company's 
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Revival efforts 




The government plans to set up a common clearing corporation 
for commodity bourses 



The Union finance ministry is 
likely to recommend an inde- 
pendent common clearing cor- 
poration for commodity exchanges 
in order to revive commodity futures 
trading in the country This follows 
the proposal of a working group set up 
by the ministry recently to set up an 
independent clearing system, which 
would reduce the transaction cost for 
market participants, while strength- 
ening risk management mechanisms. 
The group is of the considered opin- 
ion that such an independent body 
will deliver the significant benefits of 
robust risk management standards, 
better corporate governance, greater 
oversight, reduced transaction and 
clearing costs and efficiency gains to 
the participants. 

Currently, the ministry is in 
the process of inviting of the pub- 
lic views on the report, even as the 
commodity exchanges and experts 
have expressed apprehensions on 
such a move which, they believe, will 
only adversely impact their profit- 
ability at a time when commodity 
exchanges are fighting for their sur- 
vival. According to exchanges, more 
than anything, it is the imposition of 
commodity transaction tax (CTT) on 
the trading in commodity derivatives 



by the Union government in July 
2013 that has added to the woes of 
the exchanges. 

In fact, Ajay Shah, one of the mem- 
bers of the working group, has already 
dissented on the need for common 
clearing in commodity futures. ''Our 
experience in India has shown that 
financial market infrastructure insti- 
tutions can experience settlement 
crises,'' says the dissent note of Shah. 
''When such a crisis arises, there is 
greater safety in having multiple 
clearing corporations, which are fire- 
walled from each other." 

He gave the example of the Cal- 
cutta Stock Exchange, which had dif- 
ficulties in settlement in 2000, even 
as the overall Indian equity mar- 
ket worked smoothly. "If there had 
been a single clearing corporation at 
that time, it would have been a big 
problem for the economy. Until we 
are certain that a collapse of a clear- 
ing corporation can be ruled out, it 
is unwise to put all our eggs in one 
basket," adds Shah. 

"Our commodity exchanges have 
already been struggling due to lack 
of participation from banks and cor- 
porates who otherwise can play a big 
role in creating a vibrant hedging sys- 
tem," says Anil Mishra, MD, National 



Multi- Commodity Exchange (NMCE). 
"The imposition of CTT has proved 
to be a big dampener, making the 
whole process non-viable. More than 
anything, we need to focus on the 
liquidity aspect." 

Expressing a similar view, a 
senior official of Multi Commodity 
Exchange of India (MCX) says that 
the recent proposal of the working 
group to set up an independent clear- 
ing corporation will not make much 
of a difference in a situation when 
the commodity exchanges are almost 
on the verge of closure due to a sharp 
decline in volume. "More than any- 
thing there is a need to look into the 
fundamental issues. Clearing is not 
such a big issue. There are much big- 
ger issues such as liquidity and ware- 
housing," adds the official. 

Apprehensions The working group 
has suggested the setting up of an 
independent corporation with a mini- 
mum net worth of ^100 crore to begin 
with, which should be reassessed 
after a period of one year. Since the 
commodity bourses have expressed 
apprehensions of the impact on their 
profitability if the clearing functions 
are performed by another entity, the 
group has suggested that the corpora- 
tion may allow the exchanges to retain 
their contribution to the 'Settlement 
Guarantee Fund' with them, for a pre- 
defined period, after creating a suit- 
able exposure mitigation vehicle. 

"This will provide a cushion to 
the exchanges in their transition 
to the new model," says the report, 
adding that corporation risk man- 
agement framework should be con- 
sistent with the updated principles 
of the Committee on Payment and 
Settlement Systems (CPSS) and Inter- 
national Organisation of Securities 
Commissions (IOSCO) for financial 
market infrastructures, released in 
April 2012. 

At present, national commod- 
ity exchanges have integrated online 
facilities for trading, clearing and set- 
tlement of futures contracts. Only 
one exchange, ncdex has a clearing 
corporation which is a 100 per cent 
subsidiary of the exchange, for clear- 
ing and settlement of trades executed 
on the exchange. All other national 
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bourses have clearing and settle- 
ment functions as a division of the 
exchanges. The contracts are cash set- 
tled or settled by physical delivery at 
expiration. 

In July 2013, the government lev- 
ied CTT of 0.01 per cent of the trans- 
action value, which works out to ^10 
on a deal worth ^1 lakh. This followed 
the then finance minister P. Chidam- 
baram stating in his 2013-14 Bud- 
get speech, that CTT - on the lines of 
the Securities Transaction Tax (STT) 
in the capital market - would be lev- 
ied on non-farm items to be paid by 
the seller only in futures trading. 
Apart from gold, other commodities 
such as silver, crude oil and base met- 
als and processed farm items such as 
sugar, soya oil, mentha oil and guar 
gum also came under CTT About 23 
pure agricultural commodities such 
as wheat, barley, chana, cotton and 
potatoes were exempted from the 
levy. Also in the exempted category 
are some other farm produces such as 
coriander, cardamom and guar seeds 

The imposition of CTT on the trad- 
ing in commodity derivatives raised 
the costs of arbitrage. This has a detri- 
mental impact on hedgers' participa- 
tion, already burdened by high costs 
of warehousing and assaying and 
inadequate availability of warehouses 
at delivery locations. The turnover of 
the commodity derivative exchanges 
fell sharply to ^101.44 lakh crore in 
2013-14. The turnover of commodity 
exchanges in India has recorded a 48 
per cent decline during the April-No- 
vember of this fiscal. 

According to data by the 
Forward Markets Commission (FMC), 
the cumulative value of trade during 



the first eight months of the current 
fiscal stood at ^39.88 lakh crore, as 
against XI 6.11 lakh crore during the 
corresponding period for the previous 
year. The turnover from bullion trade 
during the period plunged the max- 
imum by over 58 per cent to ^14.20 
lakh crore. 

♦ ARBIND GUPTA 
feedback@businessindiagroup.com 



TRANSPORTS 

Hot wheels 

On 26 January, when the US Pres- 
ident Barack Obama attended 
the Republic Day parade at Raj- 
path, his traditional vehicle, Cadil- 
lac One, was transporting him. The 
General Motors vehicle, a Chevro- 
let Kodiak, worth over $1 million, is 
18 ft in length, weighs eight tonnes, 
has an eight inch thick armour plat- 
ing on its doors, its own oxygen sup- 
ply (in case of a chemical attack) and 
puncture resistant, run-flat tyres, 
reinforced with Kevlar. While atten- 
tion was focussed on the presidential 
vehicle, commonly called the Beast, 
very few people noticed the other 
vehicles transporting the 400-odd 
members of the delegation accom- 
panying him, including the secret 
service personnel. They were all sup- 
plied by a local luxury transport 
operator, Karachi Taxi Co. 

This is not the first time that KTC 
has provided logistical support for VIP 
delegations, especially for the highly 
security conscious US Presidential 
secret service. In 2010, KTC provided 



45 Toyota Camrys during President 
Obama's maiden visit to India. ''Lux- 
ury cars are mostly used for diplo- 
matic visits, followed by touristic 
purposes," says Gurudev Ahluwalia, 
managing director, KTC. ''But, with a 
single party government at the helm, 
the trade between India and the world 
is increasing, leading to more diplo- 
matic visits and MNCs visiting India." 

For Ahluwalia, a London School 
of Economics graduate in account- 
ing and finance, rubbing shoulders 
with the rich and powerful is part 
of his daily routine. One of Delhi's 
oldest car hire companies, KTC, now 
a ?55 crore enterprise, was founded 
by Ahluwalia's grandfather Deshraj 
Singh, who was in the transport 
business. He saw a huge potential in 
car hire and started Karachi Taxi Co 
in Karachi (now in Pakistan) with an 
initial investment of a few thousand 
rupees in 1943. 

Initially, Singh dealt only in Brit- 
ish cars - his fleet comprising 10 
vehicles, mostly Rolls-Royces. But, 
post partition, when he moved to 
Delhi, the increasing demand for 
cars for hire saw the number of vehi- 
cles in his fleet increase substantially 
in the late 1950s - especially with the 
addition of American cars. The tally 
of cars went further up to 200 in the 
1980s and 1990s, with the entry of 
Japanese cars like Toyota and Nissan. 
So much so that, by 2000, KTC's cap- 
tive fleet had crossed the 400 mark. 

But, for Ahluwalia, this venture 
has been a roller coaster ride all along. 
"During the early days, we faced sev- 
eral challenges, including dearth of 
business," says he. "We were also con- 
fronted with petrol rationing, during 
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the Second World War. And, unlike 
today, several operations had to be 
done manually, including inflating 
of car tyres." 

Ahluwalia knows the challenges 
ahead for his 70 -year-old company. 
While growth was steady initially, 
the government of India's Radio Taxi 
Scheme saw foreign companies enter 
India in 2006. Hertz was already pres- 
ent, while a slew of private operators 
such as Meeru Cabs were leading the 
challenge, in consort with many oth- 
ers like Redcab, Forshe, Taxisforsure, 
Uber, Olacabs, Rent-a-car, Carzon- 
rent. Avis, Savaari Car Rentals, etc. 
A host of players in the unorganised 
sector were in the fray too. 

The luxury car rental market is 
one of the fastest growing segments 
in India's transport sector - be it the 
chauffeur- driven car, special pick-up 
service, rentals or corporate services, 
says India car rental market outlook till 
2019, a report by Ken Research. Reli- 
ability through 24x7, cleanliness of 
the vehicles and professional behav- 
iour of the drivers (despite instances 
to the contrary) helped the Indian 
car rental market revenue to grow at 
a CAGR of over 20 per cent through 
2009-14. The business is pegged at 
^54,000 crore today, with the growth 
to be accentuated by the replacement 
of 500,000 taxis with brand new 
vehicles by 2020. And the car rental 
business should touch ^1,20,000 
crore by the same year. 

''Almost everyone likes the taste of 
luxury and status, if only for a brief 
moment," says Arun Agarwal, auto 
analyst, Kotak Securities. "And, this 
is what is fuelling demand." 

Bright future Ahluwalia had a fight 
on his hands. The rush of competitors 
into this sunrise industry, especially 
with online booking and mobile 
apps, saw KTC's margins fall from 15 
per cent in 2011 to 9 per cent. While a 
majority of car rentals provided ordi- 
nary sedans and hatchbacks, Ahl- 
uwalia saw a bright future only in 
luxury premium car rentals, compris- 
ing Bentleys, Mercs, BMWs and Audis 
- especially since the number of high 
net worth as well as ultra high net 
worth individuals was growing. 

''Till about the 1990s, luxury cars 




Ahluwalia: facing the challenges 



were in great demand for all viPs in 
India - be they political leaders, cor- 
porate heads, other business peo- 
ple or even religious heads," he says. 
"The luxury car business in the 1990s 
could be somehow correlated to the 
private aircraft rental business now. 
The client base of luxury cars then 
and the clientele of private charter 
today are more or less the same." 

KTC has felt the pulse of the mar- 
ket and realised that there would be 
a considerable increase in its market 
share in the coming years for luxury 
car rentals, because the Indian mar- 
ket has not reached its full potential 
- amounting as it does to a mere 3 
per cent of the total car rental busi- 
ness. Keeping this in mind, Ahluwa- 
lia has redrawn the company's entire 
marketing strategy, focussing on the 
highly niche premium luxury seg- 
ment, which is not only revenue- 
generating, but has few players in it. 

He focusses on four main areas. The 
first is tie-ups with Canadian, Ameri- 
can, British, New Zealand and Saudi 
embassies, for the facilitation, trans- 
portation and ground handling in 
India for the vehicles of diplomat viPs. 
This includes the transporting of the 
entourages of Saudi Arabia's Prince (in 
2011), the US President George Bush 
(2006), the UK's Tony Blair (2005), the 
US President Bill Clinton (2000, 2003 



and 2006) and Canada's Prime Minis- 
ter Paul Martin (2003). 

The second in line are India's new 
rich who, because of an increase in 
their spending power, seek luxury 
cars for weekend getaways. So, KTC's 
Rent-a-Car scheme has the latest mod- 
els of vehicles lined up to serve them. 
The charges, for eight hours and 80 
km, range from ^3,500 for a Toyota 
Innova or Toyota Camry to ^5,000- 
7,500 for Mercs, BMWs and Audis. Pre- 
mium Volvo and King Long coaches 
fetch ^13,000, which include the reg- 
ular 35-seater and 18-seater coaches 
and the nine-seater Tempo Travel- 
lers, sought by many foreign airlines. 
They are all provided with experi- 
enced, uniformed English-speaking 
chauffeurs, equipped with mobiles. 
The vehicles are sufficient in fuel and 
up-to-date with insurance and other 
basic amenities too. 

"In today's age of online book- 
ing and apps, KTC's personal touch 
makes a lot of difference," says Ron- 
nie Lobo, vice-president, opera- 
tions. South Asia Carlson Hotels, 
Asia Pacific. Targeting five-star hotels 
and travel agents has brought KTC to 
a new market - the ^2,100 crore big 
fat Indian weddings, growing at 25 
per cent annually, where the spend- 
ing varies from middle class families' 
^40-50 lakh and the upper middle- 
class's ^3-4 crore to the really well- 
offs' ^10-50 crore. This has been 
exciting for the luxury car rental 
companies, with the maximum 
number of luxury cars used going 
up from 20 in 2007-08 to about 100 
today. But, of course, the number of 
luxury weddings has touched 18-20 
today as against 4-5 in 2007-08! 

"The demand today is for the really 
luxury cars, especially the Audis," 
says Ahluwalia. "Once we received a 
request from one of the walk-in clients 
for a convoy of 11 cars - all in silver - 
five BMW 5 Series in front, five Mer- 
cedes E Class at the rear and an A8 in 
the middle, all amply decorated." The 
ability to meet any demand, even the 
extraordinary ones, has seen Ahluwa- 
lia handle the transportation arrange- 
ments for the India tour of actress 
Nicole Kidman (2008); weddings 
of actor Liz Hurley & Arun Nayyar 
(2007) and hotelier & actor Vikram 



♦ 28* 

FEBRUARY 2-15, 2015 



Your property can help you 
live your dreams. 



Presenting 

.^^VVloan against 

IPROPERTY 



IDBI BANK 



Bank Aisa Dost Jaisa 



Friends play a key role in your success. So does IDBI Bank Loan Against Property. 
It helps you unlock the potential of your residential, comnnercial or industrial property 
to nnake your dreanns conne true. Like a friend, it has the key to all your dreanns. 



Attractive rate of interest • Mininnunn processing fees 

• Maxinnunn funding • Flexible repaynnent tenor J 

• Balance transfer with additional loan facility ^ 



IDBI Bank Limited, Regd. Office: IDBI Tower, WTC Complex, Cuffe Parade, Mumbai - 400005. 
Call: 022 66937000. Call Toll Free: 1800 22 1070/ 1800 200 1947 I www.idbi.com | if H SJ ywEQ 



Business Notes 



BUSINESS INDIA ♦ THE MAGAZINE OF THE CORPORATE WORLD 



Chatwal (2006); as well as pop star 
Madonna's India tour (2005). 

With an average of 650-700 assign- 
ments daily, his 400-strong fleet is 
invariably busy with the head office 
in Delhi looking after the NCR region; 
Mumbai and Agra branches, the other 
main metros; and associates, in all 
major cities. But increasing demand 
for luxury cars has convinced Ahlu- 
walia to include other luxurious cars 
such as Rolls-Royce, Maybach and 
Bentleys in his long-term plans. He is 
also considering expanding to Indo- 
nesia, Singapore, Thailand, Malaysia, 
Africa, Oman, the UAE, Saudi Arabia 
and Egypt, in association with local 
car hirers, which could see the com- 
pany's revenue increase to ^100 crore 
by 2017. 

''Our long-term goal is to pro- 
vide car rental services to our clients 
across the globe," says Ahluwalia. 
''We are also working on a technol- 
ogy that would sync all our associ- 
ates onto one platform and enhance 
our service delivery, while expand- 
ing operations in other countries." 

♦ ROBIN ABREU 
robin.abreu@businessindiagroup.com 



TEA CAFES 

Brewing it hot 

A tea shop is never difficult to find, 
available in any nook and cor- 
ner across the length and breadth of 
the country. The Tea Centre in Mum- 
bai, run by the Tea Board of India, 
was among the first tea cafes set up 
here. Infinitea Tea Room, a tea cafe 
and restaurant, which came up in 
Bangalore in 2003, is also amongst 
the pioneers. 

Infinitea now has two tea rooms 
in Bangalore and is run by Gaurav 
Saria, a fourth generation tea planter, 
whose family has been in the tea 
plantation business for 80 years. But, 
apart from these one-off tea cafes, 
there were not many places where 
tea aficionados could go primarily 
for the brew that cheers. 

Then, the cafe culture came to 
India and coffee chains such as 
Cafe Coffee Day, Barista, Starbucks, 



etc, started operations in the coun- 
try, offering a wide variety of cof- 
fee drinks and a place to hang out. 
Young Indians soon fell in love 
with these. However, as much as the 
coffee was good, the quality of tea 
served in these places was equally 
bad. A 'cuppa' is something that can- 
not be made by a machine. Chambers 
Oxford Bookstore also established one 
a few years ago, given the strong pres- 
ence of Appejay group in tea. They 
also acquired the UK's Typhoon Tea, 
the third largest UK brand. 

"People have a lot of places to go 
for coffee," says Raghav Verma, co- 
founder, Chaayos. "Tea is a native bev- 




The brew that cheers 



erage, but, there are few options where 
you can have great tea." Tea cafes 
started to open in Bangalore from 2009 
onwards, with Chai Point being the 
first. Now, there are plenty of tea cafes 
in Bangalore, Mumbai, Ahmedabad 
and Delhi-NCR. Neither the Tea Centre 
run by the Tea Board nor Infinitea Tea 
Room has expanded pan India; but, 
these tea cafes that have come up in 
recent times aspire to be for tea, what 
Cafe Coffee Day is for coffee. 

There is not much difference 
between these tea cafes and coffee 
chains. Both make the main offering 
of tea or coffee, along with a menu of 
food items that make a good combo 
package with the beverage. The focus 
is on the atmosphere and ambience of 
a cafe, wherein one can walk in, grab 
a cup of freshly brewed tea/coffee, log 
in to free Wi-Fi and work or go with 
a friend and hang out for a couple 
of hours. 

However, tea cafes are focussing 
on serving freshly brewed tea to every 
customer and are offering the choice 
of customising the tea by adding a 



variety of flavours and herbs. And 
food combos include everything that 
goes well with tea - from the good old 
Parle- G, to vada pavs and sandwiches 
to wraps. Chaipatty, a tea cafe chain 
started by Chirag Yadav in December 
2011, which has two cafes in Banga- 
lore and one in Mumbai, is trying to 
add traditional Indian food items that 
go well with tea. 

Big opportunity Patrons of these tea 
cafes have liked the tea so much that 
they want to buy tea and tea masala 
from the cafe for use at home. While 
this is not a significant addition to the 
revenue for cafes at present, they are 
sensing the opportunity and creating 
their own brand to retail it online as 
well as offline. Chaipatty has already 
started selling its own brand of tea. 
Gurgaon-based Chaayos, which 
started in November 2012 and has 
eight tea cafes in the Delhi-Noida-Gur- 
gaon area, has also recently launched 
its own tea for retail customers and 
plans to sell it online soon. 

Chaayos has raised ?2 crore from 
angel investment from Zeeshan Hay- 
ath and plans to open four more out- 
lets by the end of this financial year. 
Chai Point, which raised ^10 crore 
from Saama Capital last year, runs 19 
tea cafes in Bangalore and three in 
Delhi. While Cafe Coffee Day sells its 
coffee machines, these tea cafes are 
selling either tea servings or tea leaves 
to companies. Chaayos has strate- 
gically opened four tea cafes in cor- 
porate parks and four in high-street 
locations, enabling it to sell tea not 
just to office-goers, but also to compa- 
nies and for corporate events. There 
are other tea cafes such as Chai Thela 
in Bangalore; Tea Villa, Tea Break, Tea 
Trails and Tea & Tea in Mumbai; QQ's 
in Delhi and Cafe 3.5 in Pune. It takes 
anywhere between ^10-20 lakh to set 
up a cafe, depending on the size. 

Tea cafe owners claim it takes an 
average of 3-4 months to become prof- 
itable at the store level. The opportu- 
nity for tea cafes in India is big as the 
organised tea market in India is esti- 
mated to be about ^20,000 crore. "It's 
a sunrise industry and the times are 
exciting," says Saria of Infinitea. 

♦ ROHIT PANCHAL 
rohit.panchal@businessindiagroup.com 
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Food subsidy row 

Food security scale down runs into Congress wall 



The veteran BJP leader from 
Himachal Pradesh, Shanta 
Kumar, who is the chairman of 
the prime minister-appointed panel 
to revamp the food subsidy regime, 
has stirred a hornet's nest by recom- 
mending a scale-down in the cover- 
age under the National Food Security 
Act (NFSA) from 67 per cent to 40 
per cent, claiming the scheme was 
actually a 'vote security act' by the 
previous UPA government. 

Batting for direct cash trans- 
fer to the beneficiaries rather than 
subsidised grain, the panel has rec- 
ommended that the amount be cred- 
ited to the account of the 'lady of 
the house'. Further, the cash trans- 
fer should be routed through prime 
minister's Jan-Dhan Yojana using 
the Aadhaar numbers. 

Interestingly, Kumar has been 
unsparing of the parties which were 
in the opposition when the Food 
Security Bill was passed, includ- 
ing his own BJP. "Had the bill been 
passed after election, no government 
would have set such high number of 
beneficiaries. Many of us in the party 
(BJP) were against this norm. Frankly 
speaking, taking any stand against 
the then government's view would 
have adversely impacted us as UPA 
could have targeted us in the elec- 
tion. It's no more a secret that sub- 
sidised grains allocated for above 
poverty line (APL) population get 
diverted," Kumar said. 

The Shanta Kumar panel's report 
has given fresh political ammunition 
to the Congress, which has slammed 
the Modi government for its 'anti- 
poor' approach and stressed that the 
move would hit the common man. 
The party says that by reducing the 
number of eligible beneficiaries from 
67 per cent to 40 per cent, the BJP- 
led government proposes to "cruelly 
deprive two-third Indians of their 
Right to Food guaranteed to them by 
the previous Congress government." 
Congress spokesperson Randeep 



Kumar: stirring a hornet's nest 

Surjewala says that the recommen- 
dations are nothing but "a crude 
attempt to make a mockery of crores 
of India's toiling poor". Pointing out 
that the Food Security Act has been 
implemented by only nine states and 
two Union territories, he wanted 
the prime minister to give a dead- 
line for implementation of the Act 
across all states. Asking the govern- 
ment to spell out its long-term food 
security policy, Surjewala wanted to 
know whether the BJP had "a devi- 
ous design to abrogate this statutory 
right and principal responsibility of 
the government to fight hunger in 
the garb of reduction of subsidy." 

"This is the worst case of polit- 
ical opportunism, of concerted 
deception of the common man by 
the BJP and Prime Minister Modi." 
Even more shocking, he continued, 
was Kumar's statement that "the 
BJP did not oppose the Food Secu- 
rity Bill of UPA in 2013, as it feared 
an adverse reaction during the 
parliamentary polls." 

The sharp criticism by the Con- 
gress could not put a dampener on 



the government's plan to reform 
the food subsidy regime. Mere cash 
transfers will not do. Clearly iden- 
tifying the target group and plug- 
ging leakages requires a total 
overhaul of the current subsidy 
regime. It will require a jettisoning 
of the price-distorting model that is 
currently followed. 

But it is not that the Kumar panel 
has been radical in all its findings 
and recommendations. The panel 
found that only 6 per cent of farmers 
avail the benefit of minimum sup- 
port price and, that too, only while 
selling wheat and rice. "There can- 
not be food security unless we pro- 
tect the farmers. Most the farmers are 
going for distress sale. Every farmer 
should get the MSP." 

Pro poor 

Eminent economist and a member 
of the panel Ashok Gulati said the 
recommendations of the panel were 
pro-poor. "We have recommended 
that those living below the poverty 
line should get 7 kg grain per person, 
against the NFSA norm of 5 kg every 
month, which they were getting ear- 
lier. So, the recommendations are 
pro-poor," he said. 

Focussing on the need to protect 
farmers' interest, the panel has rec- 
ommended that negotiable ware- 
house receipt system (NWRS) should 
be taken up on priority. "Under this 
system, farmers can deposit their pro- 
duce to the registered warehouses, 
and get say 80 per cent advance from 
banks against their produce valued 
at MSP. They can sell later when they 
feel prices are good for them," the 
report said. 

The panel has also suggested that 
departmental labour, which is a bur- 
den on FCI be phased out through 
a "suitable voluntary retirement 
scheme." The committee has said 
FCI should be allowed to hire peo- 
ple under direct payment system 
and the condition of contract labour 
should be improved by giving them 
better facilities. Currently, there are 
roughly 16,000 departmental workers 
and about 26,000 workers that oper- 
ate under Direct Payment System. 

♦ RAKESH JOSHI 
rakesh.joshi@businessindiagroup.com 
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Slum-free India 



New scheme replaces old 




> Last year, an estimate drawn by the 

> Prithiviraj Chavan government in 
^ Maharashtra revealed that Mum- 

> bai alone will need ?55,000 crore, 
" if it has to target each and every 

slum, including Dharavi, over the 
next 10 years. 

The amount is required to recon- 
struct a total of 1.1 million slum 
households in the city as per the lat- 
est Census figures. RAY was launched 
with the intention of reconstructing 
slum settlements in all Indian cit- 
ies with more than 100,000 popula- 
^ tion, so as to have a 'slum-free India' 
by 2022. 



Senior functionaries of the Modi 
government have been promis- 
ing a slum-free India by 2022. 
Coming in the wake of the Swacch 
Bharat Abhiyan, this objective is a 
laudable one. But many are wonder- 
ing whether it is feasible, given that 
similar projects have floundered. 
Though, on a smaller scale, the Dhar- 
avi slum re-development project in 
Mumbai is a case in point. 

Prime Minister Modi, while 
launching his party's campaign 
for the forthcoming Delhi Assem- 
bly elections at the Ramlila Maidan, 
promised to make the national cap- 
ital slum-free by 2022. Government 
spokesmen maintain that the govern- 
ment is serious about its plans and is 
currently finalising fiscal incentives 
for affordable housing and slum re- 
housing projects, including granting 
infrastructure status for their con- 
struction. This means the industry 
will be able to access Central fund- 
ing through viability gap funding, 
or VGF, from financial institutions 
on a priority basis and avail direct 
and indirect tax benefits that can be 
passed on to the end-user. 

These measures are part of the 
NDA's Sardar Patel Housing for All 
Mission, which are being given the 
finishing touches following a review 
by Modi last fortnight. Other fiscal 
incentives in the works are service tax 
exemption for all affordable housing 
projects, earmarking of 3 per cent 
credit for loans up to ^15 lakh to the 
urban poor and raising the standard 



deduction for rental income from 30 
per cent to 40 per cent. Another pro- 
posal is to allow reinvestment of cap- 
ital gains from the sale of a single 
house into multiple dwelling units 
under Section 54 of the Income Tax 
Act, which deals with capital gains. 
Sops are proposed for lending insti- 
tutions, too. There could also be con- 
cessional import duty on innovative 
technology for low cost housing. 

Simultaneously, there will also be 
a push for institutional finance for 
home-buyers. The Ministry of Hous- 
ing and Urban Poverty Alleviation 
(MHUPA) estimates the total cost of the 
mission at ^12 lakh crore (at the rate 
of ^6 lakh per home), with the Cen- 
tre's estimated support in the range 
of ?2 lakh crore. However, while the 
previous UFA government's flagship 
programme on affordable housing 
- the Rajiv Awas Yojana (RAY) - had 
been lauded for doing away with the 
concept of 'cut-off date' for decid- 
ing the eligibility of slum-dwellers, 
the NDA has proposed to reintroduce 
the concept, permitting states to set 
their own cut-off dates. 

However, C. Shekar Reddy, 
national president of the Confedera- 
tion of Real Estate Developers' Asso- 
ciation of India (CREDAI), feels that 
while there is a need to reduce gen- 
eral rate of interest and add a 3 per 
cent subvention for affordable hous- 
ing, supply side issues will only be 
ironed out by easier land availability 
and quicker approval systems. 

But the problem is not simple. 



Non-starter 

But RAY remained a non-starter in 
Mumbai over the three years it was 
in force. The city didn't even kick- 
start the initial preparatory stage for 
RAY, which requires chalking out a 
detailed socio-economic profile of 
shanties that were to be integrated 
with their Geographical Information 
System. In comparison, data from 
the MHUPA shows that metros such 
as Bangalore and Kolkata had gone 
way past the initial stages and started 
construction of houses. So have Tier 
II cities such as Kochi, Ahmedabad, 
Jaipur, Patna, Indore and several oth- 
ers, which are all in the implemen- 
tation phase with the total number 
of ongoing projects under RAY stand- 
ing at 166. In the case of cities with 
over 500,000 population, the scheme 
required the state government and 
the beneficiary to bear 25 per cent of 
the cost of construction each, while 
the Central government was to pitch 
in the remaining 50 per cent. 

The Sardar Patel Mission is no 
less ambitious as it targets 30 mil- 
lion houses by 2022, mostly for the 
economically weaker sections and 
low income groups' MHUPA minister 
M. Venkaiah Naidu says the focus is 
on in-situ development of slums by 
encouraging vertical construction. 
''Slum dwellers are entitled to not 
only a roof over their heads but also, 
a safe and healthy environment, 
affordable transport and energy, 
safe and clean drinking water, 
employment and empowerment." 

♦ RAKESH JOSHI 
rakesh.joshi@businessindiagroup.com 



♦ 33* 

FEBRUARY 2-15, 2015 



Government & Politics 



BUSINESS INDIA ♦ THE MAGAZINE OF THE CORPORATE WORLD 




Revenue maximisation 



DoT delays spectrum sharing for a successful auction 



The government may have 
partly ended the spectrum- 
sharing dispute between the 
department of telecom and the min- 
istry of defence but spectrum shar- 
ing (and trading) among operators 
mooted by the telecom operator TRAI 
still remains a mirage. Guidelines 
that would allow telecom operators 
to share and trade spectrum may be 
delayed beyond the auctions slated 
for February 

TRAl's recommendations on spec- 
trum-sharing were drafted after a 
consultation process with the indus- 
try players. The regulator had formed 
a committee - comprising represen- 
tatives from the telecom operators 
- to suggest norms for spectrum 
sharing and trading and the final 
recommendations were based on 
its suggestions. 

The delay is yet another dampener 
to the beleaguered telecom indus- 
try. Even in the case of defence spec- 
trum, the government has released 
only one block (5 MHz) of 3G spec- 
trum against four blocks suggested 
by TRAI. 

Permission to share and trade 
spectrum would have come as a relief 
to the telecom industry. Spectrum is 
a scarce and expensive commodity 
and companies straddled with heavy 
debt and spare spectrum can share 
or trade it with operators, who need 
the coveted airwaves to manage a 
growing subscriber and data base. 

Operators like Bharti Airtel, Voda- 
fone and Idea Cellular need enhanced 
spectrum holdings to manage their 
stretched and congested networks. 
Some of the smaller players, who 
have not been growing so fast and 
need funds to manage business, can 
share and trade their spare spec- 
trum holdings to raise funds, if it 
is allowed. 

Spectrum sharing and trading 
also has the potential to spur consol- 
idation in the telecom sector, which 
has around a dozen players. Merger 



Sharing: a mirage 

and acquisitions in the sector have 
not happened as most of the poten- 
tial targets carry heavy debt on their 
books, discouraging most of the 
bigger players. 

Operators say announcement of 
the norms will help them plan their 
spectrum bids accordingly 'Tf we 
can get access to spectrum through 
this method, some of the operators 
will refrain from showing unnec- 
essary exuberance in the spectrum 
auctions. It will be healthy for the 
industry and avoid unnecessary bid- 
ding and high debt," an official with 
an operator said. 

But officials in the Department 
of Telecom maintain that it is not 
possible to announce the norms 
for spectrum sharing and trading 
before the auctions. The issue will 
be discussed at the inter-ministe- 
rial Telecom Commission, following 
which it may be sent back to TRAI for 
further reconsideration. 

Since spectrum sharing among 
operators does not involve any 
considerations of revenue genera- 
tion for the government (which is a 



priority in the run-up to the bud- 
get), it appears that the govern- 
ment is not very bothered about it 
happening soon. 

In fact, DoT is not keen on 
announcing the norms before the 
auction as this might prevent com- 
panies from aggressive bids, causing 
a revenue loss. It has left the final 
decision to the inter-ministerial Tele- 
com Commission, the highest poli- 
cy-making body of the department. 
But the Commission is expected to 
take up the issue of pricing of the 
2,100 MHz band and the status of the 
National Fibre Optic Network proj- 
ect at its next meeting. It will con- 
sider the issue of spectrum trading 
and sharing only at a later meet- 
ing. The government is expecting 
to earn ^80,000-100,000 crore from 
the auction of frequency in the 800, 
900, 1,800 and 2,100 spectrum MHz 
bands. The auction is slated to start 
from 25 February 

Same area sharing 

But officials in the DoT say that cer- 
tain issues have to be still resolved in 
respect of spectrum sharing and trad- 
ing. DoT wishes to allow spectrum 
sharing only between two entities 
having second-generation (2G) spec- 
trum in the same service area and 
not between operators having spec- 
trum in two service area/circles. In 
July last year, the TRAI recommended 
spectrum in all bands - 2G, 3G, 4G - 
be allowed sharing but with the pro- 
viso that both operators have that 
spectrum in the same band. How- 
ever, it did not allow leasing. Earlier, 
in January last year, TRAI had recom- 
mended allowing outright transfer 
of spectrum by companies to other 
operators across all bands of air- 
waves, as long as these were bought 
through auctions in 2010 or later. 

DoT maintains it is in the process 
of formulating the guidelines for 
inter-operator swapping, irrespective 
of the type of allocation, to ensure 
contiguity, according to a note of 
an internal committee. The depart- 
ment is also reviewing the policy on 
licensing requirements for import of 
low powered wireless devices. 

♦ RAKESH JOSHI 
rakesh.joshi@businessindiagroup.com 
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Elusive solutions 

World economy will become buoyant if the Eurozone stabilises; Indian business too will improve 



The annual Davos conclave, which says it is 
committed to improving the state of the 
world, seemed nonplussed this year by the 
elusiveness of solutions to the world's problems. 
And they are many such as the cold-eyed mil- 
itary ambitions of Russia, Iran and China; the 
totalitarian Islamic State and Jihadi terrorists 
operating from west China through the Middle 
East to Africa, etc. 

They are dealing body blows to the post- World 
War II global order dominated by the US -led West- 
ern allies. The Davos high-achievers had a lot to 
say about what is going wrong but no practical 
solutions to set things right quickly and durably. 

There was a sense of resignation about the 
inefficacy of US and Europe-led efforts to hob- 
ble terrorism despite long, painful and costly 
wars. Attempts to strike fear in Iran and Russia 
through severe economic sanctions or dissuade 
China from being too assertive also seemed like 
lost causes. 

However, there is hope that people everywhere 
can look forward to greatly improved lives within 
the next 15 years, if the world's economic health 
remains on even keel because of successful eco- 
nomic policies in the US, Europe and China. That 
would be good news for India. 

Right now, Europe is the weak link. It is 
wracked by financial precariousness in the 18-na- 
tion Eurozone, which has been using the euro cur- 
rency since 2002, and slow growth in the wider 
28-nation European Union. Prolonged deflation 
is the imminent danger in the Eurozone. It is a 
risk-laden economic condition, because prices fall 
so low that company profits dry up and consum- 
ers, expecting still lower prices, are reluctant to 
buy despite many bargains. Prolonged deflation 
turns economic revival into a long uphill strug- 
gle. Japan, once a world economic marvel, has 
been struggling to break out for nearly 30 years. 

The European Central Bank (ECB), founded on 1 
June 1998, operates the Eurozone's monetary poli- 
cies to maintain inflation at 'less than but near 2 
per cent'. Because of the EU's convoluted politics, 
it works through the central banks of member 
countries and answers to the finance ministers of 
18 governments. On paper, it is more independent 
than the Reserve Bank of India but is entangled 
in continual political manoeuvres because of the 
conflicting interests of its members and Germany 
in particular (Britain is not a member). 

In a dramatic move on 22 January 2015, Mario 
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Draghi, president, ECB, announced quantitative 
easing worth over €1 trillion at the rate of €60 
billion a month from March 2015 to the end of 
September 2016. He fought hard for this deci- 
sion against German Chancellor Angela Merkel 
and others who think adding money to Eurozone 
economies, which include heavily indebted strag- 
glers like Greece and Italy, will cause governments 
to avoid or postpone painful economic reforms. 

Unable to disguise her ire, Merkel told the 
Davos conclave that Draghi's quantita- 
tive easing would not work without simultane- 
ous and tough economic restructuring in the 
weaker countries. But they have already strug- 
gled with austerity policies for over five years 
and are burdened by jobless rates exceeding 20 
per cent, while Germany remains comparatively 
untouched by Europe's economic travails. 

The upshot is looming political battles among 
European governments that might scuttle the 
positive effects of quantitative easing and bring 
prolonged deflation anyway. Both the US and 
Britain have obtained good results from quan- 
titative easing, partly because each had just one 
central bank and one government. 

Draghi's plan is to print euros to buy €60 bil- 
lion of mainly government debt every month, 
thus injecting money into the battered econo- 
mies. Already, the plan is being gnawed at from 
within, because weak national Central Banks will 
hold 80 per cent of the debt, which means that the 
Eurozone is jointly responsible for just 20 per cent. 
So, debt default by a weak government could take 
down many private and institutional investors. 

Still, the hope is that the psychological reac- 
tion of markets will be positive, with investors 
becoming more confident that the weakest coun- 
tries like Greece will overcome problems, partly 
because jobless rates might drop. 

Overall, the world economy will find buoy- 
ancy again if the Eurozone stabilises, especially 
as the US is starting to recover quite strongly and 
China is carving a path of economic stability by 
deliberately slowing down its overheated annual 
growth rates to about 7 per cent. 

If things come together, opportunities will 
improve for Indian business and for success of 
the Modi government's attempts to place India's 
economy on a steady upward path. India could 
even become a more dynamic part of world 
economic buoyancy. ♦ 
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BEING A FULLY DOLLAR-DRIVEN COMPANY, WE ARE EXCITED ABOUT OUR 

IT MAKES IMMENSE SENSE FOR US TO BREAKTHROUGH RESULTS IN Q3, ESPECIALLY 

DERISK OUR BUSINESS FROM CURRENCY WITH MARGINS. UTILISATION AND VOLUME 

FLUCTUATIONS BY CONVERTING OUR GROWTH ACHIEVED.... OUR 'RENEW AND 

LONG-TERM LIABILITIES INTO DOLLARS. NEW' STRATEGY IS BEING RECEIVED WELL 
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Into t] 



Along with generational 
change, Lupin is rapidly 
transforming itself 
into a forward-looking 
organisation 



In Bandra-Kurla Complex (BKC), 
Mumbai's recently developed 
business district, the huge neon 
signs of buildings belonging 
to several corporate giants - 
Wockhardt, ICICI Bank, IL&FS, NSE 
(National Stock Exchange) and Hotel 
Hilton jostle for space on the skyline. 
Just beyond them, in a rather unpre- 
tentious building called Laxmi Tow- 
ers, is the nerve centre of one of the 
largest pharmaceutical companies in 
India. With an annual turnover of 
almost ^12,000 crore (a little below 
$2 billion at today's rates), Lupin Ltd 
is arguably among the top 20 generic 
pharmaceutical companies in the 
world. (Sun-Ranbaxy with $4.2 
billion is at No. 5). 

Leading it from the front is Nilesh 
Gupta, managing director, the 'reluc- 
tant hero' who turns 41 this month, 
along with his sister, Vinita Gupta, 
47, who is designated CEO. Their 
father, DeshBandhu Gupta, who 
founded the company in 1968 with 
all of ^5,000 as seed capital (see Busi- 
ness India, June 2008), has gradually 
moved into the background, although 
he continues to remain chairman of 
the board. The second generation 
duo appears to be performing quite 
well, as the company's EBIDTA (Earn- 
ings Before Interest Depreciation Tax 
and Amortisation) has also grown 
from about 19 per cent in 2011-12 
to almost 30 per cent in the second 
quarter of 2014-15 (the Q3 results of 
the current financial year had not 
been announced at the time of going 
to press). The company's share price 
movement, too, reflects their suc- 
cess. In the past two years, the share 
price has climbed from about ^900 
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to ^1,500 and stayed in that range for 
most of 2014-15. The market capital- 
isation stood at about ^70,000 crore 
in the last week of January 

Along with the generational 
change, the company is rapidly trans- 
forming itself into a forward-look- 
ing organisation in several ways: its 
product mix, its approach to manu- 
facturing and marketing, its human 
resources and management practices. 
''Just a decade ago, we were primar- 
ily focussed on acute therapies such 
as antibiotics, anti-TB drugs and so 
on. But now we have a much stron- 
ger presence in the chronic care seg- 
ment, with medicines for diabetes, 
blood pressure, heart disease, can- 
cer and such illnesses," explains K.K. 
Sharma, who joined the company in 
2003, was MD until about a year ago, 
but has now transitioned to a mentor- 
ship role as vice-chairman. Sharma 
had earlier worked with Lupin from 
1979 to 1995, before joining the RPG 
group during the intervening years. 

Besides, from being an essen- 
tially domestic pharmaceutical com- 
pany, with just 15 per cent exports 
in 2004-05, Lupin has carved a niche 
for itself in the global generic (off- 
patent) drugs market. An astound- 
ing 45 per cent of its 2013-14 sales 
revenue comes from the US, with 
the Indian market contributing just 
about 26 per cent! This is not a sur- 
prise because about 40 per cent (by 
volume) of all generic drugs sold in 
the US comes from India. 

Other changes too are underway. 
Their product portfolio is gradually 
starting to include a few biotech- 
nology-based products, described 
in industry parlance as 'bio-similar 
drugs' and the proportion of sales rev- 
enues coming from this new category 
of products could increase dramati- 
cally in the next five-seven years. The 
existing range of products, known as 
small molecules or chemistry-based 
pharmaceuticals, would gradually 
make way for the bio-similars. With 
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the recent launch of Basugine (sci- 
entific name: insulin glargine injec- 
tion), the company has already made 
its early tentative moves into the bio- 
similars market. At the moment, the 
global sales of bio-similar products of 
all companies put together comes to 
just over $1 billion! 

Another significant point: foreign 
institutional investors hold 33 per 
cent of the equity in Lupin and, last 
fortnight, the management obtained 
the Central government's sanction 
to allow the Fii stake to go up to 49 



Share price movement 



1600 



1350 



1100 



850 



600 



1,523^ 




~ I I I I I I I I 



Apr-Dec 201 3 Jan-Dec 2014 2015 



per cent. This alone pushed up the 
share price by about ^42 to ^1,550 in 
a single day "We needed to get this 
done, so that our company could 
become part of the Morgan Stanley 
Index, which a lot of global mutual 
funds track on a regular basis," says 
Ramesh Swaminathan, president, 
finance & planning. But there was 
no plan to raise money through FIIs, 
at least in the near future, because 
Lupin has been debt-free for the past 
year and its balance sheet allows it to 
borrow upto $1.5 billion, if needed. 
Industry observers point out that the 
large Fii holding could make them 
vulnerable to a hostile takeover from 
a global company. Since the promot- 
ers' holding stands at 48 per cent, 
this is almost impossible. 

The Lupin management also does 
not appear too concerned about it 
right now, particularly because its 
expansion strategy does not include 
really big ticket acquisitions. ''The 
sweet spot for us is $250-300 mil- 
lion," says Swaminathan, adding that 
Lupin's acquisitions are always with 
a specific purpose. Thus, they com- 
pleted the acquisition of Laboratorios 
Grin in Mexico this year to enable 
expansion into the Latin Ameri- 
can market and Nanomi, a small 
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Vinita: looking after international business 

company based in Holland, which 
gave them access to a new technol- 
ogy platform. Unlike some of the 
peers, they have consciously avoided 
making expensive purchases merely 
for the sake of growth. Instead, their 
approach resembles that of Zydus- 
Cadila, which fashioned its growth 
through a string of modestly sized 
purchases and joint ventures a cou- 
ple of years ago (see Business India: 
29 November, 2010). 

Their Mexican property is 
intended to give Lupin a firm 
foothold in the Latin Ameri- 
can market, of which Mexico is the 
second largest with sales of $13.5 bil- 
lion (growing at a CAGR of 10 per 
cent). Grin occupies a leadership 
position in that country's $275 mil- 
lion market of ophthalmic (eye-care) 
products and has a sizeable presence 
in the local OTC (over-the-counter) 
products, that is, products which 
can be sold without a doctor's pre- 
scription. It also has a state-of-the art 
manufacturing facility for specialty 
pharmaceutical products. 

Likewise, Nanomi, which was 
acquired in February 2014, gave 
Lupin access to the technology inten- 
sive area of complex injectable medi- 
cines. ''The Nanomi acquisition gave 



us patented technology platforms to 
develop complex injectable products; 
it also has a rich talent pool of sci- 
entists, which would help us create 
a more meaningful global pipeline 
of injectable products in conjunc- 
tion with other Lupin global R&D 
teams. Hence, we are pleased with 
the acquisition of Nanomi. With the 
use of Nanomi's proprietary technol- 
ogy platform. Lupin would be able 
to make significant in roads into the 
niche area of complex injectables," 
says Vinita Gupta, who is based in 
the US for the past many years and 
has built up the international busi- 
ness from a modest beginning. 

In September 2014, Lupin 
announced that it had entered into a 
strategic alliance with Merck Serono, 
the biopharmaceutical division of 
E Merck, based in Darmstadt, Ger- 
many. Lupin will support Merck 
Serono in expanding Merck's general 
medicines portfolio in emerging mar- 
kets thus addressing local needs for 
affordable, high quality medicines. 
The agreement builds on an estab- 
lished working relationship between 
the two companies, and could add 
up to 20 new products to the cur- 
rent portfolio. The first launches are 
expected in 2016. 

Through this partnership, Merck 
Serono will expand its overall portfo- 
lio in core therapeutic areas of Merck 
Serono's General Medicine & Endo- 
crinology franchise in selected coun- 
tries in Latin America, Asia, Central 
Eastern Europe, and Africa. The part- 
nership covers major markets such 
as Brazil, Mexico, Indonesia and the 
Philippines alongside several coun- 
tries in Africa and Central Eastern 
Europe as well as other countries in 
emerging markets, focusing on car- 
dio-vascular and diabetes diseases. 
In Africa, medicines will also be sup- 
plied for additional therapeutic areas, 
reflecting local healthcare needs such 
as availability of antibiotics. 

"We look forward to working with 
Merck Serono leveraging our estab- 
lished world class formulation devel- 
opment, manufacturing, supply 
chain and regulatory capabilities to 
produce a range of medications that 
meet local needs," says Vinod Dha- 
wan, group president, Asia-Pacific, 




Sharma: main strategist 

Africa, the Middle East, & Latin 
America (AAMLA), Lupin. 'This strate- 
gic partnership builds on the existing 
close collaboration between our two 
companies. We are delighted to enter 
into this alliance, which is an exten- 
sion of our existing partnership into a 
much larger, multi regional one." 

At present, Europe accounts for a 
small portion of the company's reve- 
nue right now - at just 3 per cent. But 
they plan to grow it quickly in the 
near future, and have created an able 
and strong management team under 
Maurice Chagnaud as its president, 
Europe & head, inhalation strat- 
egy, to lead both the specialty and 
generics side of the business. 

Chagnaud has over 20 years of 
experience in pharmaceutical busi- 
ness in Europe, having worked with 
Teva and Merck Generics. He joined 
Lupin from Israeli drug major, Teva, 
where he was senior vice-president. 
Central & Eastern Europe, respon- 
sible for revenues in excess of over 
€1 billion. In his new role at Lupin, 
Chagnaud will assume full respon- 
sibility for the company's European 
business, including the strategy for 
generics and specialty business in 
Western and GEE region, including 
Russia and the CIS (Community of 
Independent States) countries. He 
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Swaminathan: healthy balance sheet 



will also be responsible for develop- 
ing Lupin's core strategy for inhala- 
tion products (medicines that can be 
inhaled, rather than swallowed or 
injected) in the developed markets. 
The main emphasis would be on 
respiratory care medicines for Europe, 
which has always an area of strength 
for the company. Once upon a time, 
it used to be among the world's 
largest producers of medicines for 
tuberculosis and other lung diseases. 

Regionally, they are planning on 
increasing their presence in Eastern 
Europe, having built a small pres- 
ence in Russia and Ukraine. They 
also plan to build their commercial 
presence in the big five countries in 
Western Europe. The largest Indian 
presence in Russia and the CIS is that 
of Dr Reddy's Laboratories, which 
has been a market leader in that part 
of the world for many years. 

This is part of their strategy of 
reducing their over-dependence on 
the US market, with the help of greater 
presence in the emerging markets - 
something that other leading Indian 
companies like Wockhardt have 
already done many years ago. Wock- 
hardt's HI (2014-15) results show that 
their US business has declined by as 
much as 58.6 per cent, while their 
business in Europe is down by just 3.6 



per cent (while in France, they have 
grown by 56.9 per cent). 

One reason for this is the steadily 
increasing challenges that Lupin 
and other Indian companies are fac- 
ing in the US market. Over the past 
decade or more. Lupin has built up 
a portfolio of some 70 products in 
the US market, of which some have 
been stabilised while others have 
declined. In yet others, they have 
created brand extensions and man- 
aged to extend the product life cycle. 
'T would say the baseline products - 
which have been in the market for 
over two years, is what we would call 
the older products - and they have 
been stable, because they have been 
generalised and competition has 
stabilised over time," says Vinita. 

Another challenge is consoli- 
dation of the big pharmacy 
chains, which are their main 
customers for the generic products. 
There has been a lot of customer con- 
solidation because of which pricing 
pressures have grown over the past 
few years. Walgreen and Amerisource 
Bergen have come together to create 
a global distribution platform, while 
CVS and Cardinal have joined hands 
as well, while Mckesson is still inde- 
pendent. About four or five custom- 
ers account for about 90 per cent of 
the generics business. 

As a response to these changes. 
Lupin has continually worked on 
developing a pipeline of new prod- 
ucts, several of which are niche 
products needing advanced man- 
ufacturing technology, available 
with only a few generic pharmaceu- 
tical companies worldwide. They 
have over 200 filings with the US 
FDA, close to 100 of which are pend- 
ing approval. About 36 out of these 
200 filings are first-to-file products 
which, according to the FDA rules, 
give them virtual monopoly over the 
market for the first 180 days of going 
generic. This is a lucrative opportu- 
nity that most generic pharmaceuti- 
cal companies strain every sinew to 
achieve. Over 30 of these are yet to 
be approved by the FDA so that does 
augur well for Lupin in the short to 
medium term. 'Tupin is one of the 
few Indian companies that allocate 




Chakraborty: innovative marketing 



almost 9-10 per cent of its sales rev- 
enues towards research and devel- 
opment, and we plan to keep it that 
way for the next couple of years," 
says Nilesh Gupta. 

A new feather recently added 
to their cap is Celebrex (chemical 
name: celecoxib), for which Lupin 
is the authorised generic manufac- 
turer. Just six weeks ago, the com- 
pany announced that its generic 
capsules of Celebrex, which was orig- 
inally a Pfizer drug, with annual sales 
of $2.54 billion, had been approved 
by the US FDA. It is used for treating 
rheumatoid arthritis, osteo-arthri- 
tis, ankylosing spondylitis, juvenile 
arthritis, menstrual pain, etc. It may 
also be used for other conditions, as 
determined by your doctor. It works 
by blocking certain substances in the 
body that cause inflammation.^ 

According to the w ebsite |www. 
lauthorisedgenerics.coml an autho- 
rised generic drug is a drug manufac- 
tured by the brand company, that is 
the original patent holder and mar- 
keted as a generic with a trade name 
and packaging that differs from that 
of the original brand name drug. 
The rules of course allow the patent 
holder to get the drug manufactured 
under licence by another com- 
pany (in this case. Lupin). This is a 
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win-win situation for both compa- 
nies; the generic manufacturer gets 
a head start over other generic man- 
ufacturers because the patent holder 
shares the technology and FDA 
approval comes faster and easier. For 
the patent holder, the advantage is 
that the price erosion of the generic 
drug is postponed till other generic 
manufacturers can catch up. 

The flip side, of course, is that 
the US FDA often takes several 
months to process applications 
for generic drugs seeking market 
approval. This was supposed to have 
changed after they started charging 
user fees from generic drug manufac- 
turers a couple of years ago, but sev- 
eral major Indian exporters say the 
timelines have almost returned to 
what they were five years ago. 

Despite these formidable chal- 
lenges. Lupin's business in the US has 
grown to twice the size it was a few 
years ago. The revenues have more 
than doubled; on the generics side of 
the business, it has almost tripled in 
the last five years. In terms of evo- 
lution during these years. Lupin was 
primarily a commercial organisation 
in the US with sales and marketing 
presence for the generic front as well 
as brands front. Today, the company 
is very much into the technology side 
in the US. In the last 12-18 months, it 
has created capabilities not only for 
complex generics in the US but also 
developed competencies for the spe- 
cialty drugs, which is a huge part of 
their strategy. 

For its research initiatives in the 
US, Lupin is setting up two R&D cen- 
tres, one in Florida and one in Mary- 
land, apart from a 30-member team 
of scientists in the Lupin Research 
Park in Pune, that is tasked with 
developing products intended for the 
US market. The Florida centre will 
be focussed on inhalation products, 
which involves a lot of clinical devel- 
opment, while the second (in Mary- 
land) will concentrate on speciality 
generics, controlled substances, apart 
from innovative products from the 
market access standpoint. 

Though the US is easily the larg- 
est contributor to Lupin's revenues, 
an area that also holds considerable 



promise for the future is Japan. Even 
today, about 11 per cent of the com- 
pany's total revenues come from 
Japan, a figure which has grown in 
Q2 (2014-15) by about 20 per cent 
over Q2 (2013-14). In April 2007, 
Lupin established a beachhead in 
Japan through its acquisition of 
Kyowa and, more recently, it has 
formed a joint venture with Yoshin- 
dolnc, a company with a sharp focus 
on biotechnology-based products. 

Lupin acquired Kyowa for about 
$115 million (?550 crore). At that 
time, Kyowa had a sales turnover 
of ¥7.5 billion (about $77.6 million) 
and employee strength of 240. The 
acquisition was made just about 12 




Focus on R&D 



months after the Japanese govern- 
ment changed its laws to allow the 
sale of generic medicines through 
doctors' prescriptions. Thus, Lupin 
was one of the pioneers to enter the 
generic drugs market in Japan, along 
with ZydusCadila, after which many 
other Indian companies followed. 

Now with its JV, known as YL Bio- 
logics, Lupin has further strength- 
ened its position in Japan, as well as 
enhanced its capabilities in the bio- 
similar field. This is because the new 
entity will in licence Monoclonal 
Antibodies (mAbs) from Lupin and 
also partner with other companies 



across the globe for the Japanese 
market, which already has a clear- 
cut regulatory regime in place for the 
development and commercialisation 
of biologicals. 

Lupin's Etanercept bio-simi- 
lar, developed by its Biotechnol- 
ogy Research Group in Pune, will be 
the first product to be licensed for 
clinical development to YLB. Etan- 
ercept is a bio-pharmaceutical prod- 
uct approved globally for treating 
autoimmune diseases, such as rheu- 
matoid arthritis, psoriasis and anky- 
losing spondylitis. Etanercept (trade 
name: Enbrel) is marketed world- 
wide by Pfizer and Amgen (and in 
Japan by Takeda Pharmaceuticals) 
and had sales of $496 million (IMS 
MAT March, 2013). The Japanese bio- 
logicals market is currently valued at 
close to $12 billion and growing at 
2-3 per cent annually. The monoclo- 
nal antibodies, of which Etanercept 
is an example, make up $3.5 bil- 
lion of the overall Japanese biologi- 
cal sales and growing at 5 per cent 
(IMS Health). Thus, YLB hopes to start 
marketing the bio-similar version of 
Etanercept as soon as the patent on 
the drug expires in the near future. 

While it goes about conquering 
the markets around the world. Lupin 
also pays adequate attention to the 
domestic pharmaceuticals market 
in India. This is because almost 24 
per cent of the company's sales rev- 
enue comes from within India, and 
this figure has grown at about 20 
per cent during the past year (^663 
crore in Q2 2013-14 to ^799 crore in 
Q2 2014-15). 

Also, with its conscious effort 
to move away from acute therapies 
such as infections to chronic therapy 
such as asthma, diabetes, blood pres- 
sure, cancer, etc (where people have 
to take their medicines for years on 
end). Lupin now garners about 65 per 
cent of its sales from the latter. This 
is in keeping with global patterns of 
disease whereby the number of peo- 
ple developing the so-called non- 
communicable diseases is increasing 
at a gallop, leading the WHO (World 
Health Organisation) to identify 
these illnesses as an international 
health priority. 

To ensure continued growth in 
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the domestic market, where it is now 
ranked at no 11, Lupin has inked 
a series of in-licensing deals with 
multinational companies and a few 
Indian firms as well for marketing 
rights of their products in India. In 
some cases like Basugine, an insulin 
glargine product used for the treat- 
ment of diabetes, the product has 
already lost its patent protection 
and is open to generic manufacture, 
while in others like the pneumo- 
coccal vaccine (used for prevention 
of pneumonia). Lupin has obtained 
a licence from MSD (Merck, Sharpe 
and Dohme), the original patent 
holder. Likewise, it has an agreement 
with Ahmedabad-based Intas Phar- 
maceuticals for marketing of eryth- 
ropoietin (for the treatment of 
anaemia), which is yet another exam- 
ple of a bio -similar drug (see box for 
complete list). 

Growing in the Indian phar- 
maceutical market presents 
its own set of challenges. 
One was making the shift from acute 
care medicines such as pain-killers, 
antibiotics, drugs for breathing prob- 
lems, etc to chronic ailments such as 
diabetes. ''We found that we had to 
deal with a completely different set 
of doctors, who were not that well 
acquainted with our company," says 
Sharma, Lupin's vice-chairman and 
one of its main strategists. 

Medical sales representatives 
(MRS) nowadays find that they are 
getting a steadily shrinking window 
of time to meet the prescribing doc- 
tors. This is partly because the doc- 
tors of today are busier than those of 
an earlier period, and partly because 
the number of MRs seeking an audi- 
ence with a doctor has increased 
exponentially. On any given day, an 
average clinical specialist might be 
approached by as many as 20-30 MRs 
belonging to different companies! 
And each MR has a whole bunch of 
medicinal products to promote. 

''One response to this problem, 
adopted by some companies, is carpet 
bombing a small city such as Meerut 
with a large number of reps. These 
people would come into a doctor's 
chamber, promote the brand and the 
price of a large number of products 



Products list 



April 2009-10 J 


FAA-20 


Iron with 20 amino acids 


Apr-09 


Premier Nutraceuticals, India 


Hyalgan 


Hyaluronic acid 


jul-09 


Fidia, Italy 


Influgen 


Influenza vaccine 


Aug-09 


Changchun Changsheng 








Life Sciences, China 


Luprolide 


Leuprolide depot 


Nov-09 


Dongkook, Korea 


^^^H ^^^^ 


GENEXOL- PM 


Nano-Paclitaxel 


Apr-10 


Samyang Corporation, Korea 


LUPORAL 


Tegafur-Uracil 


jul-10 


TTY BIOPHARM, Taiwan 


EPOCEPT 


Erythropoietin 


Aug-10 


Shandong Kexing Bioproducts 


Corcal 


Coral Calcium 


Sep-10 


Coral LLQ USA 


Lupi-rFSH 


Follitropin beta 


Oct-10 


Reliance Biosciences, India 


SINOSAM 


SAMe 


Feb-n 


Gnosis, Italy 


Lupifil 


Filgrastim 


Feb-n 


Beijing SL Pharma, China 


April 2011-12 


Fheal Pessaries 


Triticum Vulgare Extract 








& Phenoxyethanol 


Apr-n 


Farmaceutici Damor, Italy 


Fheal Cream 


Triticum Vulgare Extract 








& Phenoxyethanol 


Apr-n 


Farmaceutici Damor, Italy 


Huminsulin 


Human Insulin 


Aug-n 


Eli Lilly, India 


Cognistar 


Cerebrolysin 


Sep-n 


Yunnan Mengsheng Pharma 


Tereos 


Teriparatide 


Sep-n 


Virchow Biotech, India 


Lupikrill 


Krill Oil 


Sep-n 


Enzymotec, Israel 


Preferon 


Pegylated interferon alfa 2b 


Nov-n 


Virchow Biotech, India 


Triggerix 


Choriogonadotropin alfa 


Nov-n 


Reliance Biosciences, India 


April 2012-13 VHB|^^^^^^^^^^^^^PHH^^^^^^| 


Hyalone 


Hyaluronic acid 


May-12 


Fidia, Italy 


Epocept 10000 iu 


Erythropoietin 


May-12 


Reliance Biosciences, India 


Tereos Cartridge 








with pen 


Teriparatide 


jun-12 


Virchow Biotech, India 


Onbrez 


Indacaterol 


jul-12 


Novartis, Switzerland 


Metafolin 


Metafolin + Pyridoxal-5- 








phosphate + Mecobalamin 


jul-12 


Gnosis, Italy 


April 2013 14 ^^^^^B 


Lupisulin Pens 


Delivery device 


Aug-13 


Ypsomed, Switzerland 


Epocept 


Erythropoietin 


Aug-13 


Intas, India 


Fondaflo 


Fondaparinux Sodium 


Nov-13 


Virchow Biotech, India 


Ferinject 


Ferric Carboxymaltose 


jan-14 


Vifor, Switzerland 


Lupineb Plus 


Nebulizer 


jan-14 


Omron, japan 


Lupivestin 


Univestin 


jan-14 


Tirupati , India 


^^^^^^ ^^^^^^ 


Pulmovax 


Pneumococcal vaccine 


May-14 


MSD, India 


Dargen 


Darbepoetin 


jun-14 


Hetero, India 


Basugine 


Insulin Glargine 


jul-14 


LG Life Sciences, Korea 


Retefuse 


Reteplase 


Oct-14 


Reliance Biosciences, India 
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and vanish in a relatively short time. 
Doctors like that, there is minimum 
wastage of time and so on," explains 
Shakti Chakraborty, group president, 
India region. 

But Lupin's strategy is quite the 
opposite - they engage with the doc- 
tors through a series of programmes 
with great academic value. Thus, 
globally renowned specialists from 
American College of Cardiology, Jos- 
lin Institute of Diabetes, Cleveland 
Clinic, etc, are invited to deliver lec- 
tures to carefully selected groups of 
local clinicians. With these efforts, 
leading members of the medical 
profession who practise in different 
branches of medicine are convinced 
that Lupin is a highly sophisticated 
company, with a strong scientific base 
and hence its products would be of a 
high value to their own patients. 

Also, there are training and 
development programmes 
for the MRS through a spe- 
cial eight-member team, which was 
developed gradually since 2002 
(with just two-three people in the 
beginning). A special learning cen- 
tre in Lonavla helps to impart special 
training in various medical subjects 
to the field force at every level. In 
addition, the MRS in different regions 
of the country are given customised 
scripts to build relationships with 
local doctors. 

Last year, a new initiative to 
restructure the sales force was started 
on a trial basis. Known as 'silos to 
synergy', the initiative arose from 
the observation that sales represent- 
atives belonging to different divi- 
sions would visit the same doctor to 
promote their products. 

Besides, Chakraborty's division 
works closely with Cegedim, a Par- 
is-based data analytics company that 
conducts extensive surveys (through 
personal face-to-face interviews) 
with hundreds of prescribing doc- 
tors across the country. This helps 
them determine 'the share of voice' 
(that is the amount of effective time) 
each MR is able to obtain through 
his visits to a particular set of doc- 
tors. Another metric is the 'persua- 
sion index', which is a measure of 
the extent to which the MRs' visit 




is really able to influence a doctor's 17E. While Q-2 2014-15 missed our 
prescribing habits. estimates operationally, the long- 
As per Cegedim April-September term growth drivers continue to be 
14 audit. Lupin has a share of voice in place," says an October 2014 report 
of 5.3 per cent among cardiologists from Motilal Oswal Securities, 
(on a par with Sun Pharma) and 4.9 At about the same time, a 
per cent among diabetes specialists, Sharekhan Report observed that 
which is second only to Sun Pharma "Lupin has multiple growth drivers 
(5.3 per cent). In terms of persuasion to sustain the high growth momen- 
index. Lupin's figure is 4.6 per cent, tum over a longer period and main- 
well ahead of Sun Pharma, while tains its aim to achieve revenues of 
among diabetes specialists, it is 28.1 $5 billion by 2017-18 (against $1.8 
per cent (as against 40 per cent for billion in 2013-14; thus, implying a 
Sun Pharma). CAGR of 29 per cent). The key growth 
"Our analysis helps determine drivers include: (1) a strong prod- 
sales force effectiveness and iden- uct pipeline for the US market (over 
tifies the best practice, using key 100 abbreviated new drug applica- 
performance indicators. Given the tions pending are approvals, includ- 
current challenging environment ing some filed under the para-IV 
and the unique dynamics of our category); (2) stronger traction in the 
industry, pharmaceutical companies Indian branded formulation mar- 
are now adopting innovative com- ket; (3) the Japanese subsidiary wit- 
munication strategies. These include nessing a higher growth; and (4) 
the use of digital channels along the recent alliances expanding its 
with CRM technology. The aim is to presence in the emerging markets, 
increase sales force efficiency while In view of all these developments 
creating 'unique distinction' among within the company, DeshBandhu 
their target customers," comments Gupta can rest easy that his brain 
Kamlesh Punjabi, managing director, child, which he has nurtured with a 
Cegedim India. lot of sweat and toil over nearly half 
With all these initiatives, both in a decade, is in good hands. Hence, 
the Indian and international mar- the one question that always con- 
kets, equity analysts expect Lupin fronts the most successful first-gener- 
to maintain its present growth tra- ation entrepreneurs in India, namely 
jectory, and reach a sales revenue of whether they would be forced to sell 
^15,450 crore by the end of 2015-16 out in their lifetime, has already been 
and ^17,800 crore after another year. answered - in the negative. 

"We have marginally lowered our ♦ sumit ghoshal 

sales and EBIDTA estimates for 2015E- feedback@businessindiagroup.com 
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Driven by business 





India-US ties may finally have reached inflexion point 



It is not often that one comes 
across the sight of top Indian busi- 
nessmen, led by Ratan Tata and 
Mukesh Ambani, waiting in a queue 
to meet somebody. But that was the 
scene at Rashtrapati Bhavan on 26 
January evening before US Presi- 
dent Barack Obama and Prime Min- 
ister Narendra Modi addressed top 
Indian and American business hon- 
chos at the meeting of the US-India 
CEO Forum. As someone remarked, 
the businessmen and women stand- 
ing in the queue ran companies 
that together have a market capital- 
isation of over $500 billion, which 
is roughly one-fourth of the Indian 
economy. While this may be impres- 
sive from an India point of view, it is 
not if the numbers are put in perspec- 
tive: India's rich and powerful stood 
so patiently to meet the US President 
because America's economy is nearly 
10 times that of India's, with a GDP 
of $17 trillion. Also, American econ- 
omy in the last quarter of 2014 had 
grown at 5 per cent. 

More than anything else, the pic- 
ture frame, which made it to most 
newspapers, showed that business 
was indeed a big focus of Obama's 
three-day visit. The US is targeting a 
five-fold increase to $500 billion in 



two-way trade by 2025. As its econ- 
omy grows, it is looking to the mar- 
kets in India, which promise to open 
up as the economy grows once again. 

The meeting of the CEO Forum 
was followed by that of the US -In- 
dia Business Council and the Indian 
industry chambers. Modi's pet initia- 
tive - 'Make in India' - was the one of 
the underlying themes of the discus- 
sions, centred on creating the right 
atmosphere for massive bilateral busi- 
ness cooperation, particularly in 
the light of the US being a major 
potential source of manufac 
turing investments. After 
all, it was not every day 
that 30 business leaders 
from the US - includ- 
ing David Cote of Hon- 
eywell, Indira Nooyi of 
PepsiCo, Harold McGraw 
of McGraw Hill Financial 
and Ajay Banga of Master- 
card - fly in to Delhi to attend 
a meeting collectively. 

In his speech, Obama referred to 
the current bilateral trade of $100 
billion and compared it to the US- 
China trade of $560 billion, say- 
ing, 'Tt can give you an idea of what 
potential India can unleash." But he 
did not fail to point out that India 




only accounts for 2 per cent of US 
imports and 1 per cent of its exports, 
expressing wonder that 1.2 billion 
people consumed such a small pro- 
portion of US exports. Notably, mer- 
chandise trade between India and 
the US was much less at $61.6 bil- 
lion in 2013-14. India has attracted 
$13.28 billion in US investments 
during April 2000 and November 
2014 from the US. This is the period 
which saw New Delhi and Washing- 
ton opening up to each other, dis- 
carding old shibboleths. 

Obama announced initiatives of 
$4 billion aimed at boosting trade 
and investment as well as jobs in 
India. ''Let's make it possible for a 
young woman in rural India to start 
business with a partner in America 
that will change their lives," he said. 
Out of the total investment prom- 
ised, the US Export Import Bank will 
commit $1 billion to support Amer- 
ican exports in India over the next 
two years. While $2 billion will be 
used by the US Trade and Devel- 
opment Agency in the renewable 
energy sector, the Overseas Private 
Investment Corporation will support 
spending of $1 billion to small and 
medium businesses across India in 
under-served rural and urban mar- 
kets. Besides, Washington has com- 
mitted two trade missions in India 
this year with a specific focus in 
infrastructure development in rail, 
roads, ports and airports. 

The highlight of the Obama 
visit, though for the R-Day cere- 
monial parade, was the for- 
ward movement on the 
India-US civilian nuclear 
cigreement. The pact 
signed in October 2008 
has not yielded any 
contracts for Ameri- 
can companies despite 
the fact that it was the 
US's efforts that resulted 
in overturning a 34-year- 
old embargo against India that 
barred the country from sourcing 
nuclear plants and technology from 
the international market. American 
suppliers were wary of entering the 
Indian market given that India's 2010 
nuclear liability law puts the onus on 
suppliers rather than operators in the 
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event of an accident. 

During Modi's visit to Washing- 
ton in September, the two countries 
had decided to establish a contact 
group that would break the logjam. 
The group, which met earlier this 
week in London, agreed that India 
would create an 'insurance pool' to 
hand out compensation in the event 
of a nuclear accident. 

The companies putting money 
into the kitty include India's state- 
run insurer General Insurance Corpo- 
ration of India and four other public 
sector undertakings, says Amandeep 
Singh Gill, joint secretary, disarma- 
ment, ministry for external affairs. 
"These companies together contrib- 
ute ^750 crore to the insurance pool 
and the balance would be contrib- 
uted by the government on a taper- 
ing basis. This is the general shape of 
the pool" - similar to 26 such mecha- 
nisms existing globally, Gill adds. The 
second component of the agreement 
involved Obama using his executive 
powers to roll back the condition that 
US authorities be allowed to monitor 
use of nuclear material purchased by 
India even from third countries. 

''The impact of this Delhi break- 
through on the nuclear issue will 
re-energise and reset the moribund 
India-US bilateral relationship and 
this will in all likelihood have a ben- 
eficial ripple effect on all the other 
bilateral issues that are awaiting trac- 
tion," says Uday Bhaskar, strategic 
analyst. Society for Policy Studies, a 
think tank in New Delhi. 

Nuclear programme 

Indian companies have welcomed 
the breakthrough in civil nuclear co- 
operation. "Although details would 
need to be studied, I feel confident 
that, given the strong emphasis 
placed by our government on 'Make 
in India', the interests of all stakehold- 
ers, including domestic industries, 
which have been steadfastly support- 
ing India's own nuclear programme, 
will be adequately addressed," says 
M.V. Kotwal, director & president, 
heavy engineering, L&T. 

American companies are waiting 
for the fine print of the agreement 
before committing themselves to any 
investment but, if the agreement gets 



operationalised, they will be able to 
provide reactor designs and equip- 
ment for building nuclear power 
plants in India and transfer technol- 
ogy to local firms. There will also 
be a significant measure of trans- 
fer of technology to Indian firms, 
something China did with reactors 
ordered from foreign firms. Nuclear 
Power Corporation of India has indi- 
cated that domestic content of the 
nuclear plants will be 50 per cent 
in the first phase. Pricing of nuclear 
power will be a contentious issue, 
though. 

India will need to close a nuclear 
deal with Japan as well, because US 
company Westinghouse Electric, 
which is building one of the nuclear 
power plants in India, is owned by 
Toshiba Corporation, a Japanese 
firm. Also, Japan's Hitachi is 
partnering General Electric 
(GE) for a second reactor. 

India and the US also 
renewed their 10-year 
Defence Framework 
Agreement and agreed 
to pursue joint devel- 
opment and produc- 
tion projects. Modi said 
that this will help upgrade 
the country's defence indus- 
try and expand its manufac- 
turing sector. India has already 
relaxed foreign investment caps and 
norms in the defence sector. While 
the removal of hurdles in the nuclear 
deal opens up a huge opportunity for 
American companies with billions of 
dollars of trade unlocked, it is the 
defence space which will allow a 
greater focus on technology transfer 
and on 'Make in India', says Anand 
Mahindra of Mahindra & Mahindra. 
The joint venues will have a signifi- 
cant export component. 

India will now make Raven 
drones in the country, entitling 
it to a slice of the $3 billion order 
book for the world's most advanced 
hand-launched unmanned aerial 
vehicle (UAV) used for surveillance 
purposes. Under the terms of the 
deal, the Americans will end produc- 
tion of the 10 -km range UAV at a US 
site and move production to a Ben- 
galuru-based joint venture, which 
will become global supplier. Seven 




countries have lined up to buy the 
UAV, currently built by US firm Aero- 
Vironment. Not only will the Indian 
company supply the remaining 
orders but it will also jointly develop 
a 18 -km extended range UAV with 
flying endurance increased from four 
to six hours. The Indian partner is 
being finalised. 

The other technology cleared for 
transfer to India is the 'roll-on, roll- 
off intelligence, surveillance and 
reconnaissance module for the Lock- 
heed Martin-manufactured C-130 
J transport aircraft to India. This 
module converts the transport air- 
craft into a sophisticated long-range 
spy machine. The plane has the abil- 
ity to land on unprepared short air 
strips, including paddy fields and has 
proven its worth as an air ambu- 
lance and in 'special forces' oper- 
ations. India has bought a 
dozen C-130 J 'Hercules' 
aircraft over the past six 
years. 

These are among 
four projects that will 
be taken up as pilots 
for co-production and 
CO -development. A joint 
statement said both sides 
had agreed to "form a work- 
ing group to explore aircraft 
carrier technology sharing and 
design, and explore possible cooper- 
ation on development of jet engine 
technology". 

However, at the end of the Obama 
visit, it was clear that India would 
have to offer something more than 
an open business climate and sta- 
ble tax policies that Modi has been 
promising to foreign investors to rea- 
lise the full potential of India-US eco- 
nomic relationship. 

The US is worried about what 
they see as a lax intellectual prop- 
erty rights (IPR) regime and unpre- 
dictable tax system in India. The US 
companies have alleged that India's 
IPR regime is discriminatory, partic- 
ularly for pharmaceutical industry. 
But India has consistently main- 
tained that its laws are compliant 
with global and WTO norms. 

At the India-US CEO Forum, the 
US President said exporters of his 
country were 'very concerned' about 
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issues like IPR as the US was increas- 
ingly becoming a knowledge-based 
economy. He said the ''absence of 
effective IP protection" in India was 
affecting business. ''We tend to oper- 
ate at the higher ends of the global 
value chain." At the meeting, US 
companies complained about coun- 
terfeiting and piracy in India. 

When the issue of film piracy came 
up, even Modi had to acknowledge 
that there was piracy in IT software 
and films. Finance minister Arun 
Jaitley who also holds the informa- 
tion and broadcasting portfolio, said 
the issue would be looked into. 

After the US Trade Representative 
(USTR) last year had said in its much- 
awaited annual Special 301 report 
that India's IPR laws and enforce- 
ment would be closely monitored 
by initiating an out-of-cycle review, 
the two countries have tried to nar- 
row down their differences through 
the trade policy forum. The depart- 
ment of industrial policy and promo- 
tion has put a draft on IPR policy in 
the public domain to revise the pol- 
icy in general. This needs to be fol- 
lowed up soon. India has not asked 
the US to look at the draft and 
give suggestions. 

Visa woes 

Indian companies, on their part, have 
expressed their worries over H-IB 
visa restrictions. The outsourc- 
ing and software industry says it 
is grappling with high rates 
of rejection of visa appli 
cations. The rate of rejec- 
tion is as high as 40 per 
cent for some types of 
visas. While the soft- 
ware and outsourcing 
industry wasn't expect- 
ing any breakthroughs 
during Obama's visit, it 
hopes its concerns are con 
veyed and US policy will soon 
become more accommodating. 
Any legislation that tries to restrict 
the number of Indian skilled workers 
going to the US would be bad. 

Another issue the industry would 
like to see addressed is the status of 
social security payments for Indi- 
ans working in the US Indian work- 
ers have to make social security 





contributions in America but can't 
collect them after retirement. The 
payments cost Indian employees as 
much as $1 billion a year. 

"There are still barriers," said 
Obama in his address to the CEOs, 
adding there was a need to stream- 
line regulations, cut the red tape and 
jump through bureaucracy. Appre- 
ciating Modi's reform initiatives to 
bring investments, he said, "We need 
to incentivise trade rather than 
stifle. We need to be transparent, 
consistent and protective 
of intellectual property 
rights. We can work 
together to develop new 
technologies to help 
India leap forward and 
partner in next-gen- 
eration clean energy 
projects and upgrade rail- 
ways, roads, ports, airports 
and broadband connectivity 
to provide the best connectivity 
to the world," he added. 
At the meeting with CEOs, Modi 
said he would personally take charge 
of implementation of big projects 
and monitor them. "You will find 
an environment that is not only 
open, but also welcoming. We will 
guide you and walk with you in proj- 
ects. You will find a climate that 



encourages investment and rewards 
enterprise. It will nurture innovation 
and protect your intellectual prop- 
erty," he said. 

This is where the need for a bilat- 
eral investment treaty (BIT) is being 
emphasised. The two countries have 
been engaged in discussions to ink 
such a treaty since 2008. But the 
problem is that India and the US 
have divergent model treaty texts. 

To start with, the definition of 
investment, which determines what 
kinds of investment will be pro- 
tected, will be a bone of conten- 
tion. The US model adopts a broad, 
asset-based definition that includes 
business enterprises, shares, bonds, 
debentures, derivatives, intellectual 
property rights, business conces- 
sions, contractual rights and move- 
able and immovable property. 

India's new model BIT, on the 
other hand, adopts an 'enterprise'- 
based definition, confining it to for- 
eign direct investment in the host 
state. An enterprise is defined nar- 
rowly as one having 'real and sub- 
stantial business operations' in the 
host state with 'substantial and long- 
term commitment of capital' and 
engagement of a 'substantial number 
of employees in the territory of the 
host state'. So, an enterprise that car- 
ries out minimal business operations 
in the host country would not qual- 
ify for protection under the treaty. 

India's model BIT also excludes 
from its definition of investment 
portfolio, investments, government 
debt securities, commercial con- 
tracts, goodwill and other intangible 
assets of an enterprise. And, unlike 
the US model, India's model only rec- 
ognises those investors, who directly 
own and control an enterprise, pre- 
cluding claims being brought by 
indirect or minority shareholders. 
A holding company would also not 
qualify as an investment entity. The 
US is expected to insist on including 
IPR and portfolio investments (both 
equity and debt flows) in any defini- 
tion of investment. 
♦ The US model includes a most 
favoured nation provision, which 
India has completely dropped 
from its new model. Washington is 
unlikely to accept the exclusion of an 
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MFN provision, as it would debar US 
investors from invoking more favour- 
able substantive protection standards 
contained in India's other bits. 

♦ The US government seeks strong 
market access commitments through 
pre-establishment of national treat- 
ment (NT). India's new model and its 
existing treaties only provide post- 
establishment NT with exceptions. 
India maintains the right to screen 
foreign investors prior to their estab- 
lishing an investment presence in 
the country. 

♦ The US model allows investor- 
state dispute settlement (ISDS), under 
which investors can directly bring a 
claim before an international arbitra- 
tion tribunal against the host state for 
alleged breaches of treaty obligations. 
India's new model requires an investor 
to exhaust all local remedies (judicial 
and administrative) before initiating 
international arbitration. For India, 
ISDS is intended as a last resort should 
all domestic courts, arbitration pro- 
cesses and negotiations fail. 

♦ The US model contains detailed pro- 
visions on environment and labour 
standards, while India has always 
opposed such standards at the WTO 
and bilateral agreements. 

This makes a BIT between US and 
India at tough call. Both countries 
will have to find common ground 
on transparency issues, state-to-state 
dispute settlement mechanisms, 
investor and host country obliga- 
tions, and conduct of arbitra 
tion tribunals. Since any 
BIT is based on the princi- 
ple of reciprocity, India 
will have to concede 
ground and try to seek 
concessions in return. 

Iron- clad legal 
guarantees 

And so, till that happens, both 
countries have decided to jointly 
identify areas where investments 
and technology transfers can be 
made. "We will have a group of offi- 
cials from both the sides. They will 
sit and identify sectors where priority 
investments can come in and where 
technology can come in. We have 
asked for possibilities where technol- 
ogy could be shared too and also to 





bring in investments to help small 
and medium enterprises of India," 
commerce & industry minister Nir- 
mala Sitharaman said after meeting 
her US counterpart Penny Pritzker. 
While the recent policy decisions 
such as hiking foreign direct invest- 
ment cap in insurance and defence 
sectors will help, American compa- 
nies will be looking for iron clad legal 
guarantees that a BIT can provide. 

Still, Anand Mahindra feels that 
the two sides have a lot going for 
them. He suggests that, to resolve 
the conflict of interest in Obama's 
'Make in America' and Modi's 'Make 
in India', manufacturers from both 
sides can embed themselves in each 
other's supply chains. Outlining 
a possible solution, Mahindra 
says one of the ways would be to 
take a sectoral approach. In 
certain sectors, it would 
make more sense to 
make in India while, 
in others, it may make 
more sense to 'Make in 
America'. 

Greater economic 
interface makes a lot of 
sense because, on geopo- 
litical and diplomatic issues, 
there is not much that India and 
the US can do for each other. 
India cannot do much to help the US 
in Afghanistan, despite the goodwill 
it has generated there through its 
developmental efforts. The US can- 
not exert any more pressure on Paki- 
stan to totally end its sponsorship of 
terror as it will need Pakistan's help 
to install a friendly regime in Kabul 



after its troops pull out. India will 
not commit to help contain China, 
even as it does take on an increased 
role in maritime patrols on the high 
seas. The Obama administration 
cannot make American nuclear com- 
panies set up shop in India, nor com- 
pel its manufacturers to 'Make in 
India' though some of them are flush 
with funds: they will only do so, if 
the market conditions are propitious 
or questions of legal liability in the 
event of nuclear accidents are fully 
settled. The US cannot force India 
cut its carbon emissions or set a time- 
table either. 

While Modi has attributed his 
romance with Obama to a personal 
chemistry, the actual story may 
be simpler. As Obama approaches 
the end of his eight years in office, 
India offers one of the rare oppor- 
tunities to achieve sustainable prog- 
ress when, at home and across the 
globe, he has been facing difficult 
challenges. Barring the recent eco- 
nomic spurt, the US President has 
little going for him. So, for Obama, 
taking significant steps to promote 
closer economic (and strategic) ties 
with India would represent a cap- 
stone achievement. For Modi, early 
in his tenure, such steps on the eco- 
nomic front could give significant 
ballast to the Indian economy as 
the US is still the repository of cap- 
ital and cutting edge technology. 
So, this is actually a moment when 
the ambitions of both leaders are in 
close alignment. 

♦ RAKESH JOSHI 
rakesh.joshi@businessindiagroup.com 
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^pportTUMITIES^ 

• Indian Railways' earnings expected to double fronn ^ 1.4 Lakh Crore^ in FY14 to t 2.7 Lakh Crore by 2020^ 

• 3'"^ largest rail network in the world, spanning over 64,600 knns^ - 25,000 knns of new lines to be added by 2020^ 

• World's 4'^ largest freight carrier^ and the largest passenger carrier^ 

• 9% GDP growth to increase demand for transport by 11 %^ - Rapid urbanization to increase rail traffic at 7.4% CAGR 
dunng FY12-17' 

• Diamond Quadrilateral Network of bullet trains to connect metro cities; PPP to increase Private investment in Mass 
RapidTransit Systems (MRTS) from 13% in 2012 to 42% in 2017' 

• 6 Dedicated Freight Corridors (DFC) to be constructed along the Golden Quadrilateral and its diagonals' 

• 100% FDI allowed in Railway infrastructure - opportunity for capital intensive modernization and capacity augmentation projects 

DIRECT BENEFITS FOR THE INDIAN ECONOMY^^^ 

• Contribution of Railways in GDP to increase to 3% by 2020' from 1 % in 2012' 

• Over 13 Lakh people directly employed by the Indian Railways'; millions employed in ancillary industries 

• Investment outlay of ? 61 Lakh Crore through PPP mode to modernize overall Railways infrastructure and passenger 
amenities' 

• Delhi - Mumbai Industrial Corridor (DMIC) to leverage the western DFC to become a global manufacturing hub and 
investment destination 

• Wide-spread rail network will promote eco-tourism, education tourism in North East and special pilgrim circuits across India 

• Moderate shift from road to rail will save 0.7% of India's total commercial energy consumption - rail emits 28g of CO2 per 
ton-km compared to 84g for roads^ 



REFORMS IN THE SHORT TERM: RECOMMENDATIONS 

• Adequately mechanize warehouse operations, train logistics and port managers to help meet growing freight demand 

• Increase coal transport capacity for Railways to 2.5 - 3 times - coal transportation crucial for producing power and 
infrastructure development 

• Regularize rail land records where titles are either absent or outdated. Huge values can be unleashed 

• Segregate regulatory, policy and operational roles currently being carried out by the Railway Board with larger 
decentralization of operational powers and complete delegation of tendering powers to GMs of Zones 

• Institutionalize singe window clearance mechanisms for time-bound approvals 

• Award larger proportion of rail projects on Engineering Procurement & Construction (EPC) basis and incentivize for timely 
completion of projects 

• Implement passenger friendly initiatives through modernized e-ticketing system, wi-fi enabled trains and stations, and 
improved on-board catering 

• Channelize surplus Railway PSU resources towards Railway infrastructure projects and community centres, given excellent 
locations 

• Establish a Rail Tariff Committee, introduce 'flexi fares' with differential pricing, and explore ancillary revenue options by 
offering seat selection and special meals 

• Raise funds through the IPO of its profit making e-Commerce company Indian Railway Catering andTourism Corporation (IRCTC) 

• Efficiently utilize Railways' land bank and buildings to generate revenue and harness solar energy through roof top solar panels 

• Revamp Railways accounting practices into business accounting framework to facilitate easy access to financial 
performance of Railways for prospective investors 
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As one of the world's largest rail 
networks, Indian Railways is the nnost 
critical part of nnultimodal transport system 
in India which is crucial for the econonny, 
particularly food & agri-business and 
manufacturing. Hence, it requires 
consistent modernization, capacity building 
and investment in infrastructure. Immediate 
measures such as IPO of Indian Railways 
star e-Commerce entity IRCTC and 
monetization of rail land banks will not only 
help in funding the Railways but also 
significantly contribute towards reducing 
the nation's fiscal deficit. J J 



I REFORMS IN THE LONG TERM: RECOMMENDATIONS ^ 

• Introduce last mile connectivity, including developing track and pit head rail infrastructure to support 8 to 10 critical coal 
and iron ore corridors in nnineral rich states 

• Maximise global collaboration opportunities with partner countries towards heavy haul freight transportation, raising 
speed of trains, and station re-development into community centres 

• Push for integrated ICT based logistics operations across the Railway system and connected ports, warehouses and 
logistics parks; focus on the rapidly emerging e-Commerce logistics market 

• Accelerate and segregate passenger traffic by building high speed passenger lines on high density routes; focus on high 
speed Agri-Rail network to cater to specific needs of perishable Agricultural products, thereby reduce wastage of 
agriproducts 

• Utilize atleast 10% of the total energy requirement from renewable sources - deepen eco-friendly waste management 
systems with green toilets in all passenger sources 

• Augment skill development capacity through RPR and strengthen R&D capabilities with industry-academia collaboration 

• Improve safety standards through mechanized track maintenance, upgraded disaster management facilities, eliminating 
unmanned levelled crossings and construction of over bridges and under passes 

• Set-up dedicated Project Management Groups consisting of professionals. Railway Board and State Government Officials 
for coordinating and expediting project management with respective State Governments 

• Generate large fiscal surpluses with monetizing assets, greater agility and efficient cost and 
productivity measures 
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Awaiting a momentous event 



Passing of the Insurance Bill could impact investor sentiment in a 
big way; it would also reflect the new government's ability to push 
reforms in the right direction 



There is a lot of excitement and 
optimism in the insurance 
industry ever since the Cen- 
tral Cabinet, on 27 December 2014, 
approved an ordinance increasing 
foreign holdings in insurance com- 
panies from 26 per cent to 49 per 
cent. The government will have to 
pass the bill in the Lok Sabha as well 
as Rajya Sabha within six months 
and six weeks from date of the ordi- 
nance. "According to the rules, the 
ordinance has to be tabled within 
six weeks from the resumption of 
the Parliament," explains Ramesh 
Vaidyanathan, Advaya Legal. 

The government's official stand 
is that if the Rajya Sabha rejects the 
ordinance (as the government is in 
minority there), then it would call 
for a joint session of the two Houses 
to pass the bill. Joint sessions of the 
two Houses are rare, though they 
have been held on a few occasions in 
the past. President Pranab Mukher- 
jee is sceptical of the ordinance route 
the government has taken. In his 
Republic Day address, he referred to 
the ordinance as a ''non-democratic 
process", which ''breaches the trust 
of the people". 

Technically, though, the govern- 



ment can issue the ordinance a sec- 
ond time, if the same is rejected by 
either or both the Houses. But, since 
the first ordinance itself has trig- 
gered enough debate and argument, 
the government may not take that 
route a second time. 

Why the hurry? 

But, why is the government rush- 
ing through the ordinance route? It 
could have waited for the Parliament 
to resume. The hurry relates more to 
a change of perception of the govern- 
ment's ways of functioning than to 
economic reasons. The NDA govern- 
ment has come under scrutiny and 
criticism for not pushing reforms at 
the pace that was expected. Inves- 
tors too are running out of patience. 
Also, the government has so far not 
been able to go ahead with the disin- 
vestment of its PSU holdings, despite 
its declared intention to do so, which 
has sent messages that the govern- 
ment is weak on pushing reforms. 

Before Modi's US visit, the govern- 
ment did make an attempt to push 
the insurance bill to show that it was 
serious about reforms. But a united 
Opposition stalled the bill and the 
government was forced to refer the 



bill to the standing committee of the 
Rajya Sabha. At that time, finance 
minister Arun Jaitley had taken a 
tough stand, announcing that the 
Opposition had only three choices - 
approve, reject or amend the bill. But 
that threat did not work either. 

The government was forced to 
form a Standing Committee under 
the chairmanship of Chandan Mitra, 
with 14 prominent members of Par- 
liament, such as Anand Sharma, K.C. 
Tyagi, Derek O'Brien, Naresh Gujral 
and Rajeev Chandrasekhar. The 
committee submitted its report on 10 
December 2014, with four members 
voting against it. Curiously, none 
of the members who dissented were 
from the Congress, which indicates 
that the ordinance could become 
law, as the Congress could eventu- 
ally support the bill. That support 
could be critical when the bill is pre- 
sented in the Rajya Sabha. 

While issuing the ordinance, the 
government had enumerated the 
main objective of the bill - which 
was to send the right signal to the 
world that India is serious about 
pushing reforms. "The proposed step 
is also to further the broad objec- 
tive of deepening the reform pro- 
cess in the economy in general and 
the insurance sector in particular," 
stated the press release issued by the 
Press Information Bureau. "This is 
of paramount importance, as it will 
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The Indian economy's 
positive stride and optimistic 
sentiment can be an 
effective enabler in attracting 
government estimates of 
?50,000 crore or thereabouts. 
Any overseas players would 
want to leverage this 
opportunity to the fullest and 
demonstrate their intention 
through action 

Anuraag Sunder 

managing consultant - 
financial services, PwC India 



create an investor-friendly environ- 
ment in the country and help achieve 
the various goals related to enhanced 
investment; economic growth and 
job creation in the economy/' 

The release also justified the 
increase in foreign holdings to 49 per 
cent and not 51 per cent, suggesting 
that it wanted to safeguard Indian 
ownership and control on the insur- 
ance sector. But the ordinance does 
not suggest that 51 per cent has to 
be with a single Indian entity, says 
Vaidyanathan. A few Indian compa- 
nies/individuals, owning a 10-15 per 
cent stake each, could meet the 51 
per cent holding guideline. In that 
case, the foreign company, by vir- 
tue of its 49 per cent stake, can effec- 
tively control the company. 



It would be interesting to see if the 
Parliament would insist on a single 
entity owning 51 per cent or allow 
a group of Indian investors to do so. 
This could turn out to be the bone of 
contention between the government 
and the Opposition. And, in that 
case, the Parliament would be within 
its right to suggest an amendment. 

Capital is needed 

There is no doubt that India needs 
foreign capital to push reforms to 
their logical conclusion. It's a wel- 
come move by the government to 
increase the cap from 26 per cent to 
49 per cent. Many believe that the 
guidelines would eventually either 
remove foreign holdings cap alto- 
gether or increase it to 51 per cent. 
This is how the telecom sector was 
gradually opened up. The ordinance 
has capped foreign holdings at 49 
per cent, including Flls in the total. 
In that sense, not all the money 
would be coming through FDI. HDFC 
Standard Life Insurance has already 
given an indication that it would be 
going in for public issue, where Stan- 
dard Life may increase its stake to 33 
per cent, with the rest coming from 
FIls or other Indian investors. 

Last fortnight. Max demerged its 
listed entity into three companies, 
where one company would handle 
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The Indian insurance sector 
has the potential to be in 
the top four or five in the 
insurance market in the 
world. You can't afford to 
miss out on India if you are a 
global insurance player. 

Sanjay Radhakrishan 

CEO, JLT Independent 



the business of life insurance, mak- 
ing it the first company where lay 
investors would be allowed to invest 
in a life insurance business. In its 
presentation before the Rajya Sabha 
Standing Committee, IRDA had indi- 
cated that the Indian insurance sec- 
tor would need additional capital of 
^55,000 crore in the next five years 
- ^44,500 crore for the life insurance 
sector and ^10,500 crore for the non- 
life insurance sector. Jaitley, dur- 
ing public interaction, said that the 
ordinance can bring in about $8 bil- 
lion (about ^50,000 crore) of capital 
inflows to the insurance sector. 

Domestic participation 

However, neither IRDA nor the FM has 
given the likely bifurcation between 
foreign and domestic inflows. But 
even though there might be an initial 
jump as foreign entities go up to 49 
per cent, not all the funds will come 
from overseas. Even this flow would 
be directed more at life insurance 



Source : IRDA Annual Report 
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than non-life insurance. And domes- 
tic investors would also want to par- 
ticipate in the growth story. 

With a 26 per cent stake cap, the 
Indian insurance sector so far has 
received foreign capital inflows of 
^6,000 crore. Japan led the pack with 
34 per cent, followed by the US and 
Germany, with 11 per cent each, and 
the UK with 10 per cent. 

One must note that most insur- 
ance companies do not need capi- 
tal immediately, as 18 out of 24 are 
making profits in the life insurance 
business. In the non-life insurance 
sector, 12 out of the 17 private sec- 
tor companies (excluding five exclu- 
sively covering health insurance) are 
making profits. The general insur- 
ance business does not need immedi- 
ate infusion of capital. But, the need 
for capital is more pronounced in the 
life insurance sector than in non- 
life insurance, as the former is more 
capital-intensive (the global bench- 
mark suggests that it takes 7-10 years 
to break even in this segment). And 



even after breaking even, the cash 
requirements to fund expansions are 
huge, and therefore life insurance 
companies will continue expanding 
their capital base to fund the cash 
flow. Whichever way one calculates, 
it would be fair to say that this sector 
will see large foreign inflows in the 
coming years. 

Area of concern 

Also, globally, life insurance premi- 
ums contribute a larger share to rev- 
enue than non-life insurance (in 
developed economies, life insurance 
premiums' share is 57 per cent while, 
in emerging economies, it is 52 per 
cent). But, when it comes to Asia, 
life insurance commands a share of 
70 per cent. In India, at present, it is 
even higher - 80 per cent. 

Till now, none of the insurance 
companies have announced an 
increase in stake, waiting as they are 
for the ordinance to be converted 
into an act in Parliament. In India, 
in the recent past, legislation has 



become an area of concern, due to 
issues like GAAR, retrospective taxes 
and so on. Despite the FDI limit in 
retail being increased to 49 per cent 
two years ago, we have not yet seen 
any substantial inflows, as many 
states continue to oppose FDI in 
retail. Even the government's recent 
hike in FDI limits in rail and defence 
is yet to attract big inflows. In that 
sense, these regulations are more to 
enable, rather than to bring quick 
FDls into the country. "It might be 
a bit early to forecast fresh capital 
infusion in the country for insur- 
ance as players are still fine-tuning 
their India strategy and quite a bit 
of it is contingent on a few param- 
eters which they are watching with 
interest. The Indian economy's pos- 
itive stride and optimistic senti- 
ment can be an effective enabler in 
attracting government estimates of 
^50,000 crore or thereabouts. Any 
overseas players, bullish on emerg- 
ing markets, would want to lever- 
age this opportunity to the fullest 
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CY 2012 (%) 


CY 2013(%) 


Countries 


Total 


Life 


Non-life 


Total 


Life 


Non-life 


Australia 


5.6 


2.8 


2.8 


5.2 


3.0 


2.1 


Brazil 


3.7 


2.0 


1.7 


4.0 


2.2 


1.8 


France 


8.9 


5.6 


3.3 


9.0 


5.7 


3.2 


Germany 


6.7 


3.1 


3.6 


6.7 


3.1 


3.6 


Russia 


1.3 


0.1 


1.2 


1.3 


0.1 


1.2 


South Africa 


15.4 


12.7 


2.7 








Switzerland 


9.6 


5.3 


4.3 


9.6 


5.3 


4.4 


UK 


11.3 


8.4 


2.8 


11.5 


8.8 


2.8 


USA 


8.2 


3.7 


4.5 


7.5 


3.2 


4.3 


Asian countries 












Hong Kong 


12.4 


11.0 


1.4 


13.2 


11.7 


1.5 


lndia# 


4.0 


3.2 


0.8 


3.9 


3.1 


0.8 


Japan 


11.4 


9.2 


2.3 


11.1 


8.8 


2.3 


Malaysia 


4.8 


3.1 


1.7 


4.8 


3.2 


1.7 


Pakistan 


0.7 


0.4 


0.3 


0.7 


0.5 


0.3 


PR China 


3.0 


1.7 


1.3 


3.0 


1.6 


1.4 


Singapore 


6.0 


4.4 


1.6 


5.9 


4.4 


1.6 


South Korea 


12.1 


6.9 


5.3 


11.9 


7.5 


4.4 


Sri Lanka 


1.2 


0.5 


0.7 


1.1 


0.5 


0.7 


Taiwan 


18.2 


15.0 


3.2 


17.6 


14.5 


3.1 


Thailand 


5.0 


3.0 


2.1 


5.5 


3.8 


1.7 


World 


6.5 


3.7 


2.8 


6.3 


3.5 


2.8 



CY 2012 ($) 


CY2013($) 1 


Countries 


Total 


Life 


Non-life 


Total 


Life 


Non-life 


Australia 


3,922 


1,988 


1,935 


3,528 


2,056 


1,472 


Brazil 


414 


226 


189 


443 


246 


197 


France 


3,544 


2,239 


1,304 


3,736 


2,391 


1,345 


Germany 


2,805 


1,299 


1,505 


2,977 


1,392 


1,585 


Russia 


182 


12 


170 


199 


19 


180 


South Africa 


1,081 


882 


199 


1,025 


844 


181 


Switzerland 


7,522 


4,121 


3,401 


7,701 


4,211 


3,490 


UK 


4,350 


3,256 


1,094 


4,561 


3,474 


1,087 


USA 


4,047 


1,808 


2,239 


3,979 


1,684 


2,296 


Asian countries 












Hong Kong 


4,544 


4,025 


519 


5,002 


4,445 


557 


lndia# 


53 


43 


11 


52 


41 


11 


Japan 


5,168 


4,143 


1,025 


4,207 


3,346 


861 


Malaysia 


514 


330 


184 


518 


341 


176 


Pakistan 


9 


5 


3 


9 


6 


3 


PR China 


179 


103 


76 


201 


110 


91 


Singapore 


3,362 


2,472 


890 


3,251 


2,388 


863 


South Korea 


2,785 


1,578 


1,207 


2,895 


1,816 


1,079 


Sri Lanka 


33 


15 


18 


36 


16 


21 


Taiwan 


3,760 


3,107 


653 


3,886 


3,204 


682 


Thailand 


266 


157 


110 


310 


214 


96 



Source: Swiss Re, Sigma Volumes 3/201 3 and 3/2014. 

* Insurance penetration is measured as ratio of premium (in $) to GDP (in $). 

# Data relates to financial year 201 2-1 3 & 201 3-1 4. 



Source: Swiss Re, Sigma Volumes 3/201 3 and 3/2014. 

* Insurance density is measured as ratio of premium (in $) to total population. 

# Data relates to financial year 201 2-1 3 & 201 3-1 4. 
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Source : IRDA Annual Report 

and demonstrate their intention 
through action/' says Anuraag Sun- 
der, managing consultant - finan- 
cial services, PwC India. Probably, 
the first big FDI in insurance sector 
may come after the passage of the 
bill by Parliament and may happen 
only towards the end of 2015. 

Great potential 

India offers huge scope for insurance 
as the industry is still at a nascent 
stage. In 2013, the global life insur- 
ance premium written was $2.61 tril- 
lion - a growth of 0.7 per cent. This 
is lower than the previous year's 
growth of 2.3 per cent. India's share 
in the global life insurance market is 
a mere 2 per cent, while its share of 
non-life insurance is even lower - an 
abysmal 0.7 per cent. A huge young 
population and a growing economy, 
coupled with higher aspirations of 
better standards of living, provide 
an ideal market for world insur- 
ance players to pitch their tents in a 
growing market. ''The Indian insur- 
ance sector has the potential to be in 
the top four or five in the insurance 
market in the world," claims Sanjay 
Radhakrishan, CEO, JLT Independent 
, an international insurance broker 
who set up shop in India recently. 
''You can't afford to miss out 
on India if you are a global 
insurance player." 

Many foreign players would use 



this new regulation to increase their 
stake, he feels, and once the stake is 
increased, one can expect a variety 
of products to come from insurance 
companies for Indian consumers to 
choose from. On the other hand, 
competition in the non-life insur- 
ance will increase further after the 
new cap has been established on for- 
eign holdings, says K.K. Mishra, CEO, 
Tata AIG, a leading player in the non- 
life insurance segment. "There are 
big names in the international insur- 
ance sector that have not yet come 
to India and, with the new hike in 
foreign holding, they would now 
come and set up shop in the coun- 
try." Consolidation may not happen 
in the immediate future in the non- 
life insurance sector, as many of the 
existing players are waiting for the 
right kind of valuations to evolve 
before divesting their stake, Mishra 
adds, but more competition would 
mean that consumers would have 
larger basket of insurance products 
to choose from. 

India's insurance penetration 
stands at 3.9 per cent, as against a 
world average of 6.3 per cent. In the 
insurance industry, penetration is 
judged by the ratio of the insurance 
premia divided by GDP. In other 
words, an estimate of what portion 
of the GDP is paid as insurance gives 
an idea about penetration. Another 
yardstick that is normally used by 
the industry is insurance density 
(per capita insurance), where India 
stands at only $52, as against a 
world average of $652. Several Asian 
countries are far ahead of us - such 
as Malaysia ($518), Thailand ($310) 
and China ($201). These two prime 
indicators suggest that the insur- 
ance sector has a bright future in 
the country. 

Once the ordinance gets con- 
verted into an act, it can also help 
many weak players to make an exit, 
especially in the life insurance space. 
Many Indian corporates had jumped 
into the life insurance business, 
despite having little understanding of 
the business, thinking only of mak- 
ing super profits through divestment 
of their stakes to foreign partners, 
when the government relaxed hold- 
ing norms. But a delay on the part 




With the hike in foreign 
holding, big names in 
international insurance 
would now set up shop in 
the country. Consolidation 
may take a while in the non- 
life insurance sector, as many 
of the existing players are 
waiting for the right kind of 
valuations to evolve before 
divesting their stake 

K.K. Mishra 

CEO, Tata AIG 



of the government in raising foreign 
holdings spoilt their plans. Hope- 
fully, now, they can make an exit 
and, that too, with decent gains. 

The picture would be clearer in the 
next five months or so, depending 
on the bill's passage by Parliament. 
If for any reason the government 
fails to push the bill through, then 
it would be a major setback for the 
government and could impact inves- 
tor sentiment in a big way. So, in the 
winter session, this would be the bill 
many investors would keep their 
eyes on, as this would also exhibit 
the new government's ability to 
push reforms in the right direction. 
In short, this issue is an acid test for 
the government. 

♦ SUNIL DAMANIA 
sunil.damania@businessindiagroup.com 
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Putting IT in top gear 

NASSCOM has grown into a powerful entity, changing the 
contours of India's technology industry 



If you want to understand how 
India's information technol- 
ogy and business process man- 
agement (IT-BPM) services dominate 
the business globally look no fur- 
ther than the industry's representa- 
tive association, NASSCOM (National 
Association of Software and Ser- 
vices Companies), which is a ready 
launch pad for companies to take off. 
Thanks to its various initiatives, the 
software business has scaled to dizzy- 
ing heights. The IT-BPM industry has 
grown to $120 billion in 2014 from 
$50 million in 1988, making India 
one of the world's largest providers 
of software and services, accounting 
for over one-fourth of global sales 
that totalled $407.3 billion in 2013, 
according to Gartner Inc. 

Last year was a hugely momentous 
one in the evolution of NASSCOM, as 
it completed 25 years of existence. 
Today, it stands as a paragon of suc- 
cess as a trade association, grow- 
ing into a powerful dynamo that 
has changed the picture of India's 
technology industry. 

''Nasscom's contribution in shap- 
ing government policies and creating 
an environment for the growth of 
the industry is unprecedented," says 
Harish Mehta, 
former chairper- 
son, NASSCOM and 
chairperson & 
managing director. 
Onward Technolo- 
gies, attempting to 
explain NASSCOM's 
achievements over 
the years. From 
generating jobs to 
brand building; from quality recog- 
nition to corporate governance; from 
being a partner of the government 
to facilitating growth infrastruc- 
ture; from raising MNC ownership in 
India to 100 per cent and to liberal- 
isation of duty-free software import; 
from being the largest private sector 




women employer to spawning an 
enormous middle class; it has played 
a leading role. ''NASSCOM has earned 
India and the IT industry awe-inspir- 
ing recognition and respect glob- 
ally and catalysed industry growth," 
he adds. 

Credibility deficit to 
global reverence 

Initially, NASSCOM, as a new indus- 
try body, faced the challenge of cred- 
ibility at home and abroad. ''It took 
some time and effort to gain govern- 
ment trust by presenting depend- 
able data from around the world, 
being open and transparent and by 
the professional and ethical behav- 
iour of the member companies," 
explains Saurabh Srivastava, for- 
mer chairperson, 
NASSCOM. "We cre- 
ated an extremely 
strong partnership 
with establishment 
by taking the time 
and trouble to edu- 
cate them regard- 
ing the potential 
and significance 
of our industry for 
India, and the challenges we faced. 
We did that by being transparent, 
speaking always with one voice, sup- 
porting all our arguments with credi- 
ble facts and keeping all the promises 
we made," he adds. 

Right from the start, the software 
industry had held out the vision of 
a transformed India, where software 
would be a multi-billion dollar indus- 
try, where government becomes an 
enabler of growth, as opposed to 
the traditional view of government 
that is slow toward spurring develop- 
ment. "We recognised early that we 
as an industry had to come together 
and present a unified picture to draw 
the interest of global customers. And 
we had to portray a cohesive view to 
the world in enabling an ecosystem 




we needed," says 
Ashank Desai, 

former chairper- 
son, founder, & 
board member, 
Mastek, attempting 
to explain NASS- 
COM's dream. 

Fostering 
quality in 
business 

NASSCOM has always sought endur- 
ing gains that would benefit all, qual- 
ity being one of the many. Indian 
industry, which has been battling 
the image of Indian goods bearing 
poor quality and, as a consequence, 
Indian software firms being hardly 
reliable to deliver timely, consistent 
and high quality products and ser- 
vices, was challenged to change that. 
NASSCOM set a globally acknowl- 
edged and accepted normal Capabil- 
ity Maturity Model (CMM), developed 
by Carnegie Mellon University in the 
US, as a level of quality attainment. 

Driven and motivated, the indus- 
try worked hard toward achieving 
this accreditation and this paved the 
way for Indian companies to get cer- 
tified at CMM Level 
5. K.V. Ramani, 
former chairper- 
son, NASSCOM and 
founder & for- 
mer chairperson. 
Future Software, 
says, "The mission 
was so successful 
that today more 
than 65 per cent 
of all CMM Level 5 certified firms are 
based in India, which is more than 
in any other country worldwide." 

With a stress on quality and busi- 
ness ethics, India was able to trans- 
form its image radically in the 
international market. "The quality 
advantage has more than proved to 
be a competitive gain for Indian com- 
panies," Ramani points out. "Today, 
even as customers come for cost ben- 
efits, they stay back for quality." 

In creating an ecosystem that facil- 
itates growth of the IT industry, NASS- 
COM's role shines brightly. "It has 
addressed diverse initiatives like tak- 
ing up policy, tax, regulatory issues 
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and incentives, 
human resource 
availability, infra- 
structure among 
others," says Kiran 
Karnik, former 
president, NASS- 
COM. In addition to 
highlighting new 
opportunities and 
new markets, it has 
facilitated these segments through 
active customers and government 
engagements, leading delegations, 
inviting top customer CEOs to India, 
etc, and attracting foreign IT com- 
panies to set up operations in India, 
he explains. 

Determined origination 

It's worth remembering that the 
thought of forming a software asso- 
ciation was hatched during one of the 
many get-togethers held at IT evange- 
list, writer and education trainer, Vijay 
Mukhi's house in downtown Mum- 
bai. The idea gained traction when on 
a summer afternoon in 1988, a few 
industry folks met at the Sea Lounge 
at Mumbai's Taj Mahal Hotel. Accord- 
ing to Mehta, one of the attendees, 
'The motivation was creating a blue- 
print for founding a trade association. 
Others who were part of the initial 
meeting included Saurabh Srivastava; 
Prakash Ahuja, CEO, Sonata Software; 
and Shashi Bhagnari, tech writer. Of 
course, they were not the only ones 
to make it happen, but 'that was the 
spark'." The initiative was nurtured by 
many other people like Nandan Nile- 
kani, Vijay Srirangan and Sri Ganesh. 
Following burgeoning support from 
'pro-software body' companies across 
the country and a combined pitch 
culminated in the formation of NASS- 
COM on 1 July 1988 in New Delhi. 

Recalling NASSCOM's formative 
days, N.R. Narayana Murthy, 
former chairper- * 
son, NASSCOM, and 
founder & former ^ k 
chairperson. Info- - ^ -^k^ 
sys, recalls: 'T still 
remember how 
Harish Mehta, 
Ashank Desai, K.V. 
Ramani, Arvind 
Shah, Saurabh 




Srivastava and some of us spent our 
own money on various NASSCOM 
initiatives. In fact, we stayed in 
spartan hotels in Delhi but under- 
wrote large expenses of NASSCOM. I 
must say Ramani was the leader in 
this effort." 

The world was strikingly differ- 
ent in those days. Software was con- 
sidered to have little value and it was 
traded free with hardware. Import 
duties on software and hardware 
were 160 per cent, broadband meant 
a normal telephone line that worked 
at 9.6k. Given this background, it 
took a year or more to get the regu- 
latory clearances to start a company 
and commence operations. To add to 
the constraints, there was no domes- 
tic market for software and neither 
debt nor vc financing was available. 

In the 1980s, the top companies 
were Tata Consultancy Services and 
Tata Unisys Limited (later amal- 
gamated with TCS) that accounted 
for almost 70 per cent of the indus- 
try revenue, whereas all other com- 
panies were barely a million dollars 
or thereabouts. The foremost IT trade 
bodies at that time were Manufac- 
turers' Association of Information 
Technology (MAIT) and Computer 
Society of India (CSI). Being hard- 
ware focussed, both were naturally 
focused on securing the interests of 
hardware firms. 

For the next decade, NASSCOM 
was built in an earnestly determined 
manner that said as much about the 
power of collective lobbying as its 
notable achievements. In the 1990s, 
NASSCOM's popularity and member- 
ship grew strikingly, and it flourished 
as a detached and distinct associa- 
tion from MAIT. 

Baptism by fire 

It was in 2010, that NASSCOM's role 
was put on trial. Ramalinga Raju, 
chairperson, Satyam Computer Ser- 
vices, admitted to perpetrating 
financial mismanagement to the 
tune of ^7,000 crore. The develop- 
ment was daunting and could prove 
detrimental to the whole industry. 
Acknowledging the seriousness of 
the situation and its adverse conse- 
quences on the industry, NASSCOM 
stepped in. 




Som Mittal, president, NASS- 
COM, at that time travelled to 
Satyam's headquarters at Hyderabad, 
to meet the company's senior man- 
agement and evaluate the situation. 
"We provided critical data to the 
government to take decisions on the 
issue while engag- 
ing with investors, 
analysts and cus- 
tomers to instill 
confidence and iso- 
late this as a one- 
time aberration," 
Mittal recounts. 
Member firms that 
could have other- 
wise seen this as an 
opportunity to poach talent rallied 
with NASSCOM and agreed to not will- 
fully lure employees and customers 
of Satyam. "What could have been a 
disaster actually became a case study 
for managing crisis," he observes. 

It was during 2002-04 that India's 
IT industry came under the shadow 
of the 9/11 terror attacks in the US. 
Market uncertainty, economic melt- 
down, dotcom bust, as well an 
increasingly protectionist stance by 
the US government meant an outcry 
against outsourcing. Given that the 
US market accounted for nearly two- 
thirds of India's IT exports, this could 
be devastating for Indian tech firms. 
NASSCOM's deci- 
sive action helped 
alleviate the push- 
back impact, says 
Jaithirth Rao, 
former chairper- 
son, NASSCOM, 
and founder & for- 
mer chairperson, 
MphasiS. "NASS- 
COM took up the 
challenge of explaining to US leg- 
islators, US government authori- 
ties, US businesses and the public at 
large just how positive Indian IT has 
been for the US. To that extent, NASS- 
COM achieved substantial success in 
this regard." 

Rao believes NASSCOM to be a 
unique Chamber of Commerce that 
has worked for long-term national 
gain rather than for short-term pro- 
tection or subsidy gains. "NASSCOM 
also has the distinction of not making 
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For NASSCOM to continue 
its growth trajectory, it 
needs to have iconic leaders 
in the future with the poten- 
tial to make a bigger impact. 
Whether future leaders will 
actually lead, however, will 
depend on whether they 
can gain the confidence and 
commitment of other mem- 
bers/' I don't think we are 



Eventually, it's all 
about leadership 



short of talent," observes 
Srivastava. "At one level we 
have people like N. Chan- 
dra who emerged to become 
one of the finest leaders glob- 
ally at a young age. We also 
have CP. Gurnani, Sanjeev 



Bikchandani, Deep Kaira and 
a host of youngsters who are 
scripting great stories in the 
e-commerce space - Flipkart, 
Snapdeal, Zomato, etc." 

NASSCOM's success is 
unprecedented, points out 



Mehta. "It is an incredible 
story that does not happen 
without key players in the 
industry coming together." 
Adds Desai, "In the past 
we have had we had many 
bright, energetic persons as 
chairmen and surely these 
capable individuals will take 
the organisation to the next 
level." ♦ 



a distinction between Indian compa- 
nies and MNCs operating in India," he 
points out. ''The focus has been on 
adding value and generating jobs in 
the country. Without NASSCOM, the IT 
industry would have been more paro- 
chial and probably a lot smaller." 

Catalysing industry growth 

What differentiates NASSCOM from 
other trade bodies is while most 
associations take suggestions from 
members and then lobby with the 
government, NASSCOM's single focus 
was building the industry. "NASS- 
COM led the industry, rather than 
followed individual companies," 
explains Srivastava. Moreover, the 
founders and CEOs of member com- 
panies collaborated and used the 
NASSCOM platform to envision the 
industry's future. 

It wasn't so many years ago that 
broadband was not available and 
the difficulties of starting a com- 
pany made the role of NASSCOM even 
more significant. Lack of high-speed 
networks was a major obstacle for 
exporters. ''So we started with a focus 
on onsite services and cost arbitrage," 
explains Srivastava. "Realising this 
would be short-lived, the empha- 
sis shifted to building value, pro- 
cesses and training, to shift quickly 
to off-shoring and quality at 
competitive costs." 

The rise of India's software indus- 
try is a boon to India's economic 
growth. According to a NASSCOM and 
McKinsey report, the period between 
1998 and 2008, the industry's exports 
offset close to 65 per cent of India's 
cumulative net oil imports, strength- 
ening India's foreign reserves. The 
industry quadrupled its contribution 
to India's GDP to 4 per cent from 1 



per cent during this time. "NASSCOM 
has created career opportunities for 
the youth with 70 per cent of the 
workforce in the age-group of 26-35 
years, and offered extensive training 
and development by way of entry- 
level coaching, scholarships, etc, for 
higher education," points out Desai. 

BPO firm Genpact, a business group 
within General Electric, believes that 
NASSCOM has added tremendous 
value by pulling together MNCs and 
third party providers on a common 
platform that let them share indus- 
try issues and then work together 
to tackle them. Says Mohit Thukral, 
senior vice-president, Genpact: "For 
instance, it would have been diffi- 
cult to drive the skill development 
agenda v^rithout having NASSCOM 
actively work with the government." 

NASSCOM has initiated a num- 
ber of key changes over the 25 years 
since its formation - an impressive 
feat that most industry associations 
can only dream of. "Some of the key 
policy initiatives include the creation 
of STPI (Software Technology Parks of 
India), SEZ (Special Economic Zone) 
Policy, entrepreneurship, transfer 
pricing and advance pricing agree- 
ments, privacy law, FTA negotiations, 
fighting protectionism and anti-out- 
sourcing sentiments," explains Mit- 
tal. "NASSCOM constantly engages 
with government stakeholders 
within and outside India to alter the 
existing or introduce new policies, 
regulations, initiatives that serve the 
interest of Indian IT-BPM players." 

BPO became a huge deal. 
Here's why 

NASSCOM played a key role in build- 
ing an industry from grassroots. BPO, 
which was hardly recognised for its 



immense potential in 2000s took 
off like a missile. It created a new 
job segment, hardly known until 
then, called 'call centres' to pro- 
vide remote services to clients over- 
seas. BPO offered new opportunities 
for Tier II and Tier III cities as well as 
for individuals with no advanced 
educational qualifications. 

The rapid growth of the Indian BPO 
industry due to its reliable and cost- 
effective delivery of services from 
remote sites led to many new possi- 
bilities. Considering that the indus- 
try employs nearly 3 million people, 
its influence is obviously enormous. 
Today, the BPO segment is a strong, 
rapidly growing and integral part of 
NASSCOM. BPM was the fastest growth 
segment that will add in this fiscal 
year $12-15 billion incremental reve- 
nue, to existing industry revenues of 
$118 billion. 

Right level of impact 

As a leading player in the BPM 
domain, Thukral of Genpact says, 
NASSCOM must focus on a few areas 
and then go in deep to create the 
right level of impact vis-a-vis doing a 
bunch of things and creating distrib- 
uted impact. "They could consider 
running more targeted programmes 
focused on BPM-Tech companies vis- 
a-vis their past emphasis on pure tech 
companies only," believes Thukral. 
"And, as NASSCOM enters the next 
phase of their growth, it's important 
to reinvent its DNA and infuse fresh 
and diverse perspectives to become 
even more impactful." 

Playing pivotal role 

Back in the 1990s, NASSCOM's increas- 
ing role in addressing industry issues 
and the taking over as president by 
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Dewang Mehta in 1991 was the best 
reason, industry folks say, that led 
one to believe the association could 
make it. Mehta was a double anom- 
aly to NASSCOM: an outsider (different 
industry), and a chartered accoun- 
tant (no IT background). Even then, 
these qualities, though making him 
an oddball to NASSCOM, also helped 
propel his extraordinary rise. 

Attempting to explain Dewang 
Mehta's contribution, Murthy says, 
"Discovering a Dewang Mehta by 
Harish Mehta and the extraordinary 
commitment, marketing skill and 
passion that Dewang brought to the 
table, was one of the factors that led 
of growth of NASSCOM." 

Highlighting Dewang's power- 
ful role, Harish Mehta says, ''He tire- 
lessly championed the allied concept 
of smart outsourcing, which created 
a whole new industry segment. As 
a gifted out-of-the-box thinker, he 
was a quintessential PR man and a 
visionary. He gained direct access 
to decision-makers and got results 
much faster than would have been 
otherwise possible." His untimely 
demise in 2001 was a major loss 
to NASSCOM. 

All through NASSCOM's stunning 
growth, another person who stood 
out for pivoting many changes in the 
government to create a growth-ori- 
ented environment for the industry 
were government officials like N. Vit- 
tal, then Secretary of what used to be 
the Department of Electronics (DoE). 
''We received extraordinary support 
from Vittal," says an appreciative 
Murthy. "After Dewang, I would iden- 
tify him as the person most respon- 
sible for the success of the software 
industry in India." Reinforcing his 
view, Srivastava adds, "Vittal helped 
enable changes that led to faster 
growth of the industry." 

Co-operating and competing 

It's a rare thing for competitive tech 
companies to set aside their differ- 
ences and work together. NASSCOM 
has been a role model for associations 
worldwide in fostering a culture of 
camaraderie while engendering coop- 
eration amongst competitors, points 
out Mehta. "Where else can you find 
the CEOs of diverse companies come 



together and work out a strategy?" 
asks Desai in unison. 

NASSCOM members voluntarily 
share best practices; vital metrics, 
etc. with associates in a spirit of sol- 
idarity but compete as competitors 
when it comes to business, points 
out Rajiv Vaishnav, vice-president, 
NASSCOM. To emphasise this point 
further, Desai observes that "it is 
heartening to see that while com- 
panies contend with each other at 
organisational level; they speak in 
one voice for NASSCOM". 

Mehta who likes to talk about how 
keeping NASSCOM agenda and busi- 
ness interests distinctive has con- 
tributed to NASSCOM's upbeat image, 
says, "When one NASSCOM chairper- 
son was asked a pointed question 
about his organisation at a media 
briefing, he politely refused saying 
the NASSCOM platform should not be 
compromised for anything else." 

Staying relevant and 
influential 

Projecting an optimistic future for 
India's continued growth, a report by 
McKinsey titled NASSCOM Perspective 
2020: Transform business, transform 
India says the transformed landscape 
of 2020 will reveal vast opportunities 
for the Indian technology and busi- 
ness services industry. India's rev- 
enues in 2020 are likely to be $225 
billion (including global sourcing 
and domestic outsourcing); unless 
a radical transformation is achieved 
in its business environment, inno- 
vativeness, and talent development. 
With this, the industry can contrib- 
ute up to 9 per cent of India's GDP 
and 30 million employment oppor- 
tunities (direct and indirect) in 2020, 
the report states. 

There is no denying that NASS- 
COM has come a long way. Yet, unex- 
pected resistance to NASSCOM, as it 
strides ahead, comes from e-com- 
merce companies, who themselves 
have long been entangled in lack 
of clear definition about taxation of 
e-commerce, which is a complicated 
issue and needs high-level resolution. 
It also means NASSCOM will have to 
adopt a more inclusive approach. 

Industry folks say a sector focussed 
approach for NASSCOM should be the 



way forward - be it electronics, soft- 
ware products, digital consumer, 
etc. Each domain has its own indus- 
try body that is deeply embedded in 
the DNA of its own industry. In that 
context, iSPiRT, an industry think- 
tank that works to transform India 
into a hub for software products, is 

ment requires the 8^^^^ 

"India now prom- , v / 
ises to fire on many 
cylinders," says 
Sharad Sharma, 

co-founder, iSPlRT. "In the case of 
software products, iSPiRT plays that 
role. And, not surprisingly, it is built 
explicitly on open-source principles 
that guide its own sector," he adds. 

Murthy is of the opinion that 
NASSCOM's future will depend on 
how it becomes the agency for help- 
ing thousands of small companies to 
become large corporations, and in 
bringing the power of IT to improve 
access to education, healthcare, nutri- 
tion and shelter for the poorest child 
in the remotest village in India. 

Today's changing scene sees a vast 
majority of companies, virtually all 
new ones engaged in software prod- 
ucts, internet, mobile space and 
other emerging technologies. "We 
need to ensure we are relevant to 
their needs," suggests Srivastava. 
"These are all entrepreneurial start- 
ups and, while we were all start- 
ups when we started NASSCOM, the 
landscape today is different." 

In the end, you have to hand it to 
NASSCOM: it has done a pretty good 
job of growing the business from $50 
million when it started into a 120 bil- 
lion industry today. Outlining NASS- 
COM's role ahead, Sharma offers, "As 
long as it remains focused on its core, 
it'll stay relevant and influential." 

Taking a major stride in that direc- 
tion, NASSCOM has already embarked 
on this journey by creating sepa- 
rate empowered councils within 
NASSCOM to enable the right focus. 

♦ SHASHI BHAGNARI 
feedback@businessindiagroup.com 
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Does the Emperor have any clues? 

Data analytics outsourcing to India 



In 2001; the entire Knowledge Process Out- 
sourcing (KPO) industry in India had only 
9,000 professionals who generated approx- 
imately $260 million in revenue; however, 
this industry had already grown to 75,000 
professionals by 2007. The Indian KPO sec- 
tor barely grew during the great recession of 
2008-09 but it is likely to have 166,000 pro- 
fessionals by the end of 2014 who will gener- 
ate an annual revenue of approximately $6.21 
billion. So, overall, during 2001-2014, this 
sector has grown approximately 24 times, or a 
CAGR of 27-28 per cent. Going forward, our esti- 
mates show that overall the KPO industry in India 
is expected to have approximately 310,000 pro- 
fessionals and generate $12.12 billion in 2020, 
a 12 per cent CAGR approximately for the next 
six years. 

Although most sub-sectors are expected 
to grow around 12 per cent CAGR, the sector 
related to data management, data mining, and 
analytics is expected to grow from 33,000 pro- 
fessionals and an revenue of $1.23 billion in 
2014 to 87,000 professionals and $3.3 billion in 
revenue in 2020, thereby implying 18 per cent 
CAGR. Clearly, an annual growth rate of 18 per 
cent for the next six years is nothing to sneeze 
at; however, it is a far cry from the hype that 
has been created about such data analytics out- 
sourcing services from India. 

Five key phases in the workflow in Big Data 
Science for solving a business problem can be 
understood using the classical data-informa- 
tion-knowledge pyramid. 

Data transformation and management 

Given a specific business problem, the first task 
is to have 'good' data that can be used for anal- 
ysis. Traditional Extract-Transform-Load (ETL)- 
based approaches push structured data from 
transactional enterprise resource planning, 
customer relationship management and other 
systems into data warehouses and almost all 
the work performed in this regard requires no 
domain knowledge. Our estimates show that 
out of 33,000 professionals employed in this 
industry in India today, approximately 18,000 
professionals are employed in the etl and SQL 
querying areas, and they are adept at doing 
lower end cleansing work. However, going for- 
ward, given the characteristics of big data and 
the '3Vs' related to it, i.e. volume, velocity. 
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and variety (particularly with respect to vari- 
ety related to structured, semi-structured, and 
unstructured data), at least two-thirds of all 
the work in the five phases of this workflow 
will depend largely on the domain knowledge 
of the professionals; sadly, such knowledge is 
almost non-existent and no one seems to be 
training them either. 

Descriptive analytics and business intelligence 
for converting data to information 

Once all data has been cleansed, harmonised, 
and stored in an appropriate database, descrip- 
tive analytics can be done so as to display rel- 
evant information. Indeed, by choosing one 
of the more than 50 business intelligence soft- 
ware tools, an analyst can display historical 
information (e.g. how sales revenue has gone 
up or down for a sales team). Our estimates 
show that out of 33,000 professionals in this 
industry, approximately 10,000 are employed 
in business intelligence (Bl) and visualisation 
areas and these professionals typically use Pen- 
taho, Cognos, Business Objects, Tableau, or 
home grown solutions that use open source 
software. Again, since these professionals do 
not have much experience in working with 
semi-structured or unstructured data, they 
cannot be used for displaying such data. 

Predictive analytics for providing knowledge 

The next phase is using predictive analytics, 
to gain knowledge and make predictions about 
future events. Our estimates show that out of 
33,000 professionals employed in the analytics 
industry in India, less than 4,000 are adept at 
using these techniques, and even in this case, 
most of them simply use commercially availa- 
ble software packages (SAS or SPSS). On the other 
hand, the big data science sector is rapidly being 
transformed by using 'R', Python, Natural Lan- 
guage Processing, and Machine Learning, and 
here lies a great chasm that Indian companies 
need to bridge. 

Generating actionable insights 

The fourth phase includes prescriptive analyt- 
ics and generating actionable insights. If data 
scientists working on a given business problem 
understand the domain well, they can build and 
run their analytic algorithms for alternate sce- 
narios and improve key performance indicators 



♦ 60* 

FEBRUARY 2-15, 2015 



BUSINESS INDIA ♦ THE MAGAZINE OF THE CORPORATE WORLD 



Guest Column 



related to the given business problem. Of course, 
depending on the domain and the business 
problem, such key indicators may include 
increasing revenue or reducing cost, ensuring 
compliance, reducing risk, and improving time- 
liness, quality, and customer experience. How- 
ever, given that the Indian analytics industry is 
quite nascent and there is massive job-hopping 
in this industry; there are less than 1,000 data 
scientists who are doing such work. 

Acting on the actionable insights 

The final phase in this workflow involves act- 
ing upon the actionable insights that were gen- 
erated in the previous phase. Clearly, this task 
cannot be done from India and has to be done 
onsite either by the end-client or by exter- 
nal consultants used by the client. 

Myths about outsourcing 

Shortage of data scientists 

According to the US Commerce Depart- 
ment and other published research, the 
United States actually produces more than 
440,000 graduates and post-graduates 
every year in science, technology, engineer- 
ing, and math areas and there are 7.6 mil- 
lion professionals working in these areas. 
However, as per McKinsey Global Institute, 
most of these professionals do not have the 
experience to be data scientists and it takes 
several years to develop such intrinsic capa- 
bilities. If the US is going to have a shortage 
of data scientists because its profession- 
als do not have the appropriate math/com- 
puter science skills or the appropriate domain 
expertise then this problem has to be even more 
exacerbated in India. 

Short duration training 

Many firms in India, especially those that are 
'pure play' firms, have started training their 
employees by providing them a 3-6 month 
course related to analytics. Although such train- 
ing is laudable and will certainly help in devel- 
oping this nascent area, it is a far cry from calling 
such trained professionals big data scientists 
or experienced analysts. In fact, it is far worse 
when these niche firms hype up their training 
departments and call them 'Universities'. 

Rate charges 

Most analytics professionals in India lack 
mature domain expertise and have little expe- 
rience in high-end statistical techniques (e.g. 
Bayesian), in artificial intelligence algorithms 
or Python language. Hence, at least for the near 
future, such professionals will be only relegated 
to doing lower end work, thereby, earning the 
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same kinds of salaries as in other KPO sectors. 
Low attrition 

Like other sub-sectors of KPO, attrition in data 
analytics is approximately 30 per cent, which 
implies that most data analytics firms have 
become "hiring and training machines". The 
reasons for higher attrition include late-night 
working schedule, boredom with low-end 
work, and the continued shortage of such pro- 
fessionals in India. Such attrition and 'job hop- 
ping' further reduces the acquisition of domain 
expertise because whenever professionals leave 
a firm to join another, they end up wasting 3-4 
months of their career. 

This time it is different 

In fact, exactly the opposite is true. Most 
analytics firms in India are currently fol- 
lowing the old beaten path of PTE (full- 
time equivalent) pricing and providing 
these professionals in a staff augmenta- 
tion mode. Furthermore, like other sec- 
tors of KPO, because there are very few 
barriers to entry, there are already more 
than 180 such organisations (includ- 
ing branch offices of multinational 
firms), which are undercutting oth- 
ers and ensuring a race to the bottom 
with respect to both prices and profit 
margins. 



Home-grown software 

In order to differentiate themselves, sev- 
eral niche companies have started cre- 
ating 'software macros' or home-grown 
visualisation software. However, because there 
are already more than 50 visualisation soft- 
ware companies in the world, it is not clear that 
building home-grown visualisation software 
would help them unless their software is really 
intuitive and captivating with a broad appeal. 

Higher valuations 

Since analytics firms in India lack mature 
domain expertise, a comparison of such com- 
panies to Splunk or Palantir seems far-fetched; 
whereas, Palantir has deep domain expertise 
in defence, law enforcement, banking and 
insurance sectors, Splunk has deep expertise 
in 'machine data'. Also, according to our esti- 
mates, since most KPO companies in India are 
likely to grow at approximately 12 per cent 
CAGR for the next six years and their current 
valuation would be around 11 to 12 times LTM- 
EBITDA, it is hard to see how such valuation for 
the corresponding data analytics services firms 
in India would be more than 16-18 times LTM- 
EBITDA, especially when they are likely to grow 
at 18 per cent CAGR. ♦ 
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After almost three years of slowdown, 
the Indian earth moving and con- 
struction equipment (ECE) manu- 
facturing industry is showing some 
signs of revival. This follows the 
likely recovery in the infrastructure and mining 
sector which is expected to see a range of pol- 
icy initiatives by the newly-formed government 
at the Centre, reversing a long-drawn regime of 
policy paralysis. There is already enough pent 
up demand existing across the entire infrastruc- 
ture space, even as sentiment has improved con- 
siderably in the last one quarter or 
so. The equipment makers firmly 
believe that the worst is over and 
from here onward the $3 billion 
domestic equipment industry may 
see revival in demand in the next 
few quarters. It may be noted that 
after reaching a peak in 2011, the 
industry has declined almost 35 per cent. 

According to Off-Highway Research Ltd, 
the market for construction equipment is cur- 
rently hovering around 46,755 units. However, 
the global management consultancy that pro- 
vides research and analysis services to construc- 
tion, earthmoving, agriculture, and industrial 
equipment markets, is bullish about the Indian 
market's recovery in 2015 and believes that the 
situation is likely to improve from the first quar- 
ter of 2015 as the government's initiatives start 
bearing results and construction activities pick 
up. It has projected that the total demand for 



The domestic construction 
equipment mailing sector 
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construction equipment in India will grow by 
25 per cent to 58,443 units in 2015. ''The indus- 
try is estimated to continue growing in the long 
term and would reach a level of 89,000 units by 
2018 at a CAGR of 17.5 per cent over 2014," says 
the recent research report. 

'Tast three years have not been encourag- 
ing for the industry due to the overall economic 
slowdown as also government's apathy to main- 
tain the momentum of reforms. However, with 
the new government expecting to roll out the 
much-needed reforms, we are hopeful to see 
the desired traction in the com- 
ing months," says Amit Gossain, 
EVP sales, marketing and business 
development, JCB and president, 
Indian Construction Equip- 
ment Manufacturers' Association 
(ICEMA), which believes that the 
government's recent announce- 
ment to roll out ^2 lakh crore worth of infrastruc- 
ture projects has definitely set a positive note for 
the industry. In addition to the on-going proj- 
ects, the government has announced many new 
projects such as the development of 100 smart 
cities and industrial corridors, high-speed rail 
network, linking of rivers and development of 
water ways, and the Integrated Ganga Conser- 
vation Mission. It is also focusing on the com- 
pletion of all pending railway projects, and the 
modernisation and promotion of private sector 
participation for infrastructure developments. 
"Things are likely to look up on the ground as 
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well in the next six months as the government 
is gradually aiming to expedite the execution of 
various infrastructure projects in the pipeline. 
There is enough pent-up demand and this cou- 
pled with the bullish sentiment, will provide 
the much-required traction to the market/' says 
Abhijit Gupta, managing director, Case New 
Holland Construction Equipment. 

"After a period of slowdown, we are eagerly 
waiting for the market to look up. No doubt sen- 
timent has taken a big leap and so are some activ- 
ities on the ground. But we are looking for some 
big time change in the overall scenario so that it 
can trigger the entire reform process, leading to 
demand revival in the construction sector," says 
Anand Sundaresan, vice-president, ICEMA. 

Over the last few years, the political and eco- 
nomic climate in the country has not been condu- 
cive for the infrastructure sector. Infrastructure 
investment in the first two years of the Xllth Plan 
has only been around 63 per cent of the target. 
Decisions on approvals, clearances and execu- 
tion of projects were delayed, as the government 
struggled with a large number of social and polit- 
ical issues which resulted in a 15 per cent decline 
in demand for construction equipment in 2013, 
says the Off-Highway report. 

However, the formation of new government 
at the Centre has perked up sentiment lately. 
The new government has laid down a broad 
policy for the country's economic journey 
towards stabilisation and sustained growth. It 
has chalked out a comprehensive plan to revive 
the manufacturing and infrastructure sectors. 
Experts are of the view that the initiatives taken 
by the government to revive 
the infrastructure sector 
in the country also include 
larger financial allocations, 
besides announcing a bet- 
ter policy framework for the 
execution of projects. There 
are efforts to remove all hur- 
dles that in the recent past 
have stalled the infrastruc- 
ture projects. These include 
problems related to land 
acquisition, environmen- 
tal clearances, local political 
problems and other admin- 
istrative hurdles. 

On one hand, the gov- 
ernment is rolling out infra- 
structure projects, on the 
other it is trying to facil- 
itate funding. In order to 
attract private money for 
infrastructure development 
and to restore confidence, it 



is setting up an institution to provide support 
to public private partnerships (PPPs). A capital 
expenditure of ^2.48 trillion by Public Sector 
Undertakings is envisaged in the current finan- 
cial year to increase their competitiveness and 
also boost economic activities. 
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(Units) 


Backhoe loaders 


27,748 


Compaction Equipment 


2,536 


Crawler excavators 


10,352 


Mobile cranes 


5,815 


Mobile compressors 


4,867 


Wheeled loaders 


1,685 


Skid steer loaders 


581 


Rigid dump trucks 


555 


Mini excavators 


^^449 


Asphalt finishers J^^^^ 


m 705 
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nder the new regulations, a complete 
pass through for taxation will be pro- 
vided for Real Estate Investment Trusts 
(REITs). Additionally, Infrastructure Investment 
Trusts (INVITS), a modified REITs type structure 
for infrastructure projects is also being estab- 
lished. The government also plans to infuse 
^2.4 trillion as equity by 2018 in banks in line 
with Basel III norms by increasing public share- 
holding in a phased manner. It is also encourag- 
ing long-term loans to the infrastructure sector 
with flexible structuring and is allowing banks 
to raise long-term funds for infrastructure proj- 
ects with minimum regulatory preemptions. 

''These moves are expected to help attract 
long-term finance from foreign and domestic 
sources at a time when the construction sector 
is faced with a liquidity crunch. Otherwise also, 
funding infrastructure has been a major prob- 
lem and there is need to put up a mechanism 
to resolve this issue," says Sunil Kanoria, vice- 
chairman, SREI Infrastructure Finance Ltd. 

"An uptick in construction activity is expected 
after a slew of initiatives announced by the new 
government. Its programmes for various mega 
projects have created a positive environment in 
the sector. However, much of the actual brick- 
and-mortar activity will depend upon how soon 
we are able to get off of the 
drawing board on these 
initiatives," states Sachin 
Sandhir, global managing 
director, emerging busi- 
ness and managing director. 
South Asia, RICS. 

"All the above factors 
are likely to have a posi- 
tive effect on infrastructure 
activities and the long-term 
outlook for the construction 
equipment industry, even 
as these are bound to take 
some time and there will 
be a lag before the actual 
results start showing on the 
ground," states RR. Swarup, 
director general. Construc- 
tion Industry Develop- 
ment Council, who believes 
that though a report by the 
Deepak Parekh Commit- 
tee set up by the previous 
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government on financing of 
infrastructure has proposed a 
dov\^nv\rard revision in the Xllth 
Five Year Plan outlay for infra- 
structure investment to ^30.90 
trillion ($500 billion), the pro- 
posed revised target is still very 
high and clearly shows the 
sheer amount of work yet to be 
done in the country. 

Despite the subdued condi- 
tion in the recent past, most of 
the equipment manufacturers 
have continued to repose faith 
in the Indian growth story as 
they believe that the funda- 
mentals of the market are still 
intact. According to a joint 
study conducted by ICEMA and AT Kearney, the 
domestic ECE market is expected to grow by a 
healthy 20-25 per cent over the next few years 
to reach 330,000-450,000 units in 2020. This 
would imply a $16-21 billion market, up from 
today's $3 billion. 

The report, which is aimed at identifying 
the industry's challenges and opportunities 
and assess potential solutions, has pointed out 
that the market will continue to be dominated 
by backhoe loaders, but broad-based growth is 
expected across products, with each segment 
likely to see double-digit growth. A rise in the use 
of concrete structures will also create demand 
for concrete equipment in infrastructure and 
housing projects. Currently, the industry has 
developed the capability to manufacture quite a 
wide range of equipment, ranging from asphalt 
finishers, compaction equipment to loaders, 
dozers, dump trucks and backhoe loaders. How- 
ever, multi-functional machines such as back- 
hoe loaders, excavators and cranes account for 
more than 75 per cent of the total market. This 
trend is expected to continue some more time in 
future till the market achieves a certain degree 
of maturity and depth. 

''For JCB, India is not only a major market but 
also a strategic market. We have always taken 
the long-term view on the growth and hence 
have continued to invest in the Indian market. 
We invested during the 2007-08 downturn and 
now during 2013-14 in setting up a new facility 
in Jaipur. The idea is to keep pace with future 
economic growth and to further strengthen 
JCB's position as a market leader in the Indian 
construction equipment industry," says Vipin 
Sondhi, managing director and CEO, JCB India, 
which has one of the world's largest backhoe 
loader manufacturing facilities at Ballabgarh in 
Haryana which produced around 22,000 units of 
backhoe loaders in 2013 out of the total industry 





production of around 27,700 units. 

After setting up world class facilities in Ballab- 
garh, Haryana and Pune, the fully-owned sub- 
sidiary of JC Bamford Excavators Ltd, UK, has 
recently put up a greenfield facility at Mahindra 
World City SEZ in Jaipur which, once fully com- 
missioned, will be one of the largest facilities for 
backhoe loaders in the world. After investing 
around ^350 crore in the Ballabgarh facility, the 
company has invested around ^500 crore in the 
Jaipur facility. JCB is also looking at India as a 
global manufacturing and export hub. 

Out of the two world-class plants in Pune, 
one manufactures export-oriented fab- 
rications and components and the other 
produces state-of-the-art heavy equipment like 
tracked excavators, wheeled loaders and com- 
pactors. The Pune facility of JCB has the largest 
parts and training centre in India. The facility 
also has a modern India design centre which, 
backed by 200 engineers, meets the global 
design requirements of the group. The ^6,000- 
crore JCB India operation is also using these 
extensive manufacturing facilities in India to 
export to Eastern Africa, the Middle East and 
South-East Asia. During 2013, JCB India pro- 
duced in total around 26,000 units of construc- 
tion machines and currently, it contributes 
around 20 per cent to group's global revenue. 

'Tndia is a massive market and the recent 
downturn should be seen as part of the cycli- 
cal nature of the industry. Being a long-term 
player, we have continued with our capex plan 
and also diversified our portfolio in order to 
explore the market potential in a better manner. 
The market has almost bottomed out and here 
onward we could see the active demand com- 
ing into fore," states Sorab Agarwal, executive 
director. Action Construction Equipment Ltd 
(ACE), which is India's leading cranes, material 
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handling and construction equipment manu- 
facturing company, with over 55 per cent mar- 
ket share in the mobile crane segment. With its 
two manufacturing locations at Faridabad and 
Uttarakhand, it has the capacity to make 10,000 
cranes and 2,000 material handling/construc- 
tion equipment. 

Even as the industry has struggled to keep 
itself afloat on account of sluggish market con- 
ditions ACE continued with its ^200-odd crore 
capex programme (2011 and 2012) where it not 
only expanded its capacities but also diversified 
into road-making machines such as backhoe load- 
ers, rollers, graders and forklifts. The company 
also forayed into the manufacturing of tractors. 
Unfazed by the recent downturn, the ^630-crore 
company is also planning to venture into bigger 
models of crawler and truck mounted cranes. Last 
year, the company manufactured around 3,700 
units of machines. 

Case New Holland Construction Equip- 
ment (India) has also gone ahead with its 
India plans. After buying its 50 per cent 
stake in its joint venture with L&T in 2011, Case 
Construction decided to consolidate its posi- 
tion in India in a big way. Backed by a modern 
manufacturing facility in Pithampur, Madhya 
Pradesh, the company has a strong portfolio in 
vibratory compactors and backhoe loaders with 
a total capacity of around 6,500 units with scope 



for future expansion. The wholly-owned subsid- 
iary of CNH Global NV is planning to create a 
global R&D and manufacturing hub in India. 
Ever since it separated from L&T, Case invested 
more than $100 million in India out of its $220 
million global investment budget. In 2013, the 
company invested $24 million in R&D in India. 
Going ahead, the ?700-crore company is not 
only intending to upgrade its existing product 
lines but also introduce a series of new prod- 
ucts in the local market. Case has recently also 
ramped up its manufacturing facility for the 
export market and is exporting around 25 per 
cent of its production to countries like Russia, 
South America and Africa. 

''We are quite bullish about the potential of 
the Indian market though there has been a slow- 
down in last three years. We firmly believe in the 
long-term growth of this market, and are invest- 
ing heavily to grow India as one of our manufac- 
turing hubs to cater to our global requirements," 
says Gupta. 

''Despite the recent slowdown, we are betting 
big on the long-term prospects of the Indian mar- 
ket which has appeared to have bottomed out. 
The market is all set to begin its upward jour- 
ney in the next few months as the government is 
determined to kick-start activities on the infra- 
structure front," states Wilfried Thiessen, man- 
aging director, Putzmeister Concrete Machines 
Pvt Ltd. Putzmeister has kept introducing new 



Apart from adequate avail- 
ability of financing, a 
development of rental mar- 
ket for construction equip- 
ment can play a big role in 
steering the growth of the 
industry. The rental business 
in India is still at a nascent 
phase. Currently, there are a 
limited number of organised 
players with large rental fleets 
because players lack the cap- 
ital to expand. Organised 
players also face huge pric- 
ing competition from the 
unorganised segment, where 
players are involved in off- 
the-book cash transactions 
and can therefore offer much 
lower rates. Used equipment 
and the secondary sales mar- 
ket are also highly under- 
developed in India due to 
absence of established trad- 
ing platforms and a lack 
of buyback schemes from 



Rental issues 



OEMs. Besides, the existing 
sparse secondary trades are 
based on non-standardised 
transaction prices. Another 
factor inhibiting rental usage 
is tender prerequisites, which 
often require the contractor 
to demonstrate equipment 
ownership. Above all, owner- 
ship still remains the preferred 
option for Indian users. 

"Keeping in mind the 
demand supply gap existing, 
there is massive potential for 
a well developed rental mar- 
ket in India. However, there 
is need to create an adequate 
ecosystem coupled with a 
rationalised tax structure in 
order to propel the growth 
momentum," says Sunil Kano- 
ria, vice-chairman, SREI Infra- 
structure Finance Ltd. 

Moreover, there is lack of 



awareness. The same holds 
true for financial instruments 
like leasing and hire-pur- 
chase. Leasing has been the 
most potent form of capital 
formation worldwide. But in 
India lack of awareness about 
its efficacy has led to multiple 
taxation and thus hindering 
the whole process. Equipment 
need to be re-deployed at dif- 
ferent project sites in differ- 
ent states from time to time. 
Restrictions on inter-state 
movement of equipment are 
a major impediment to the 
growth of the rental industry. 
Many a time repossession of 
assets becomes problematic 
due to legal issues. 

Expert believe that cre- 
ating equipment safety 
and environmental regula- 
tions on par with the global 



construction equipment 
industry, along with train- 
ing skilled manpower for con- 
struction equipment, will 
enable large organised rental 
players to improve their value 
proposition against the cost 
competitiveness of smaller 
unorganised players. This will 
help attract more customers 
to larger rental players and 
improve rental penetration. In 
the developed economies like 
the US, japan, and Europe, 
large rental players offer the 
latest equipment with an 
average fleet age of only two 
to four years, and they ensure 
that the equipment complies 
with regulations. They also 
provide lower maintenance 
costs and offer operators from 
a pool of qualified manpower. 
Consequently, customers pre- 
fer to rent from organised 
established players. ♦ 
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concrete pumps in the mar- 
ket. Besides, in the last two- 
three years, the company, 
which offers a complete range 
of concrete pumps in India, 
has tried to innovate and loc- 
alise its production lines at its 
manufacturing facility (capac- 
ity: 1,500 units per annum) in 
Goa. This, along with train- 
ing programmes, helped it ven- 
ture into the export market 
from early 2013. The company 
is exporting almost 30 per cent 
of its production to countries 
like Japan, Korea, Thailand, 
Indonesia, the US, South Africa 
and Brazil. There are also plans 
to increase its export share to 
50 per cent in order to hedge 
against the vagaries of the Indian market. The 
company, which produced about 700 concrete 
pumps/machines in 2014, is planning to add 
batching plants and plastering machines to its 
existing portfolio during 2015. 

Enjoying more than 60 per cent share in the 
Indian concrete machinery market, Schwing 
Stetter India, which has 7,000 units per annum 
capacity at its four facilities near Chennai, has 
not only scaled up its production but also diver- 
sified its offering by investing around ^500 crore 
in the last few years. Recently, the subsidiary of 
the German Schwing group of companies, has 
also entered the material handling sector by 
launching tower cranes. This is in line with Chi- 
nese construction equipment major XCMG pick- 
ing up a majority stake in the holding company 
and the Indian subsidiary's move to overcome 
the slowdown by expanding market and launch- 
ing new products. The cranes will be manufac- 
tured at the Chennai facility, and the target is to 
scale up indigenisation to 85 per cent in the next 
12-15 months. Besides, the ^800-crore company, 
which sold around 4,500 concreting machines 
in 2013, has recently also diversified into the 
export markets. 'The Indian market is likely 
to witness a good deal of traction in the com- 
ing years with reform process gaining momen- 
tum. Keeping this in view, we are ramping up 
our offering,'' says Anand Sundaresan, vice- 
chairman and managing director, Schwing 
Stetter India. 

Meanwhile, Hyundai Construction Equip- 
ment India is likely to register a growth of 10 
per cent in 2014 as against 10 per cent decline 
expected in case of the industry. Bucking the 
trend, the company which is aiming to become 
the second largest excavator player in India in the 
next few years, has grown consistently in the last 




three years. Currently, Tata Hitachi is the market 
leader, followed by L&T Komatsu and Hyundai. 
Hyundai put up a plant in Chakan near Pune in 
November 2008 at an investment of ^400 crore 
and in less than four years the company has cre- 
ated a market share of over 18.3 per cent. Out of 
the total excavator business of 14,700 units in 
2011, Hyundai sold 2,034 units as against 1,275 
units in 2010. For 2012, the company sold 2,400 
units with a growth rate of over 21 per cent as 
against the industry's seven per cent de-growth 
in the excavator segment. As a strategic move, 
the company has tried to enhance its footprint 
in the Indian market by customised production. 
Lately, the company is also planning to broaden 
its portfolio by offering a complete range of 
products in the earthmoving segment. 

We see huge opportunities in India and 
are accordingly preparing ourselves 
for the future. We have managed to 
localise 45-50 per cent of our components in 
the 8-34 tonne capacity segment and are aim- 
ing to roll out number of new products for the 
Indian market," says Alok Jha, head, marketing, 
Hyundai Construction Equipment. 

''The last two years were quite sluggish for our 
business," says Jaideep Shekhar, executive direc- 
tor, material processing, Terex India. "However, 
things are gradually looking up now. India as a 
market is quite significant for us and we would 
continue to repose our faith in the fundamen- 
tals." Terex India is a fully-owned subsidiary of 
Terex Corporation, a diversified global manufac- 
turer of a broad range of equipment for applica- 
tions, including construction, infrastructure, 
quarrying, mining, and others. It started its oper- 
ation in India in 1995 through its joint venture 
with Vectra for the production of construction 
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equipment. In India, Terex 
expanded its horizon by setting 
up a greenfield manufacturing 
facility at Hosur in 2007 in Tamil 
Nadu to make material process- 
ing equipment. In the material 
processing vertical, Terex pro- 
vides crushing and screening 
solutions for construction and 
mining. This apart, the com- 
pany has two more facilities - in 
Pune Noida. Terex India's global 
sourcing team supports in-com- 
ponent sourcing for the facili- 
ties within India but also for all 
Terex manufacturing facilities 
worldwide. 

"India is a big opportunity for us. We have 
expanded ourselves in India and our endeavour 
will be to sustain this in future. Today, we are much 
better placed to meet market requirements," says 
A.M. Muralidharan, managing director, Volvo 
India Pvt Ltd and vice-president, Volvo Construc- 
tion Equipment (sub region: India). Following its 
global acquisition of Ingersoll Rand's road con- 
struction equipment manufacturing facility in 
2007, Volvo has been manufacturing road con- 
struction machines like excavators in the Indian 
market. The company has also expanded its facil- 
ity in Bangalore for an investment of around ^90 
crore. It has modernise its production base as also 
bolstered its distribution network. The company 
is also contemplating to add further to its prod- 
uct mix in India. 

The recently-held international construction 
equipment machinery fair Bauma Conexpo Show 
- bC India - in Greater Noida evoked an encour- 
aging response. Despite the challenging situation 
in the construction machinery industry, the show 
attracted a good deal of exhibitors in this third edi- 
tion (first edition was in 2011). In fact, 635 exhib- 
itors from 25 countries took part in the global 
construction equipment fair. ''Keeping in mind 
the sluggish nature of the industry, the response 
is quite encouraging; it clearly shows that India as 
a market continues to be an attractive destination 
for global players," says Igor Palka, chief executive 
officer, bC Expo India Pvt Ltd. 

Even as the industry has undergone a slug- 
gish phase for last three years, experts are of the 
view that this downturn may prove to be a bless- 
ing in disguise for the industry in the long run. 
Betting big on the long-term prospects of the 
Indian industry, most of the players have used 
this slack period in strengthening their posi- 
tion in the market for future growth. While 
some have scaled up their production as also 
enlarged their offering by including newer prod- 
ucts, others have put emphasis on elements like 




innovation, R&D and training. There are few 
who have also diversified into the export market 
as a hedging mechanism. For many who entered 
the Indian market and decided to put up a solo 
show, creating a proper marketing and distribu- 
tion network has been a major task. All in all, 
experts strongly feel that with all these tasks and 
activities, at present industry players are much 
better placed to reap the opportunities coming 
their way in future. 

More importantly, this period has been 
a big learning curve for the industry 
as a whole and will help it move on 
to the next phase of growth in a smooth fash- 
ion. ''Today, as an industry we are much more 
matured and prepared for any eventualities," 
says Sunderasan. 

In terms of size and structure, the domes- 
tic industry has under gone a big change. From 
just a few players around decade ago, today, the 
market has the presence of almost all the major 
global OEM players the likes of Case, Komatsu, 
Kobelco, Schwing Stetter, Putzmeister, Caterpil- 
lar, Hitachi, JCB, Hyundai, Doosan, Volvo, Sany 
and Terex. While quite a few of these interna- 
tional companies have entered the Indian market 
through joint ventures with Indian companies, 
others on their own are vying with domestic 
manufacturers like L&T, Bharat Earth Movers, 
Escorts, Greaves and others. In some cases after 
the initial few years of a JV, foreign companies 
have decided to go solo. With all these players 
a wide range of earthmoving and construction 
equipment are being manufactured in India. 
More importantly, there have been efforts to 
localise production in order to cater to the local 
market in a more competitive manner. 

"The market has evolved to a large extent. 
The presence of a good number of global OEMs 
will help the industry in its growth progression 
in future and as a result we would be in a position 
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to serve domestic construction 
and infrastructure activities 
more efficiently/' says S.G. Roy 
secretary ICEMA, which has 
initiated multiple initiatives to 
support the industry to achieve 
its goals. The apex industry 
body has put in place an action 
plan to bridge the gaps prevail- 
ing in the exiting set up. 

Lack of skilled manpower is 
one of the foremost challenges. 
Availability of skilled man- 
power for handling construction 
equipment is becoming an issue 
in India with a potential short- 
age of around 20 per cent antic- 
ipated by 2015. If the industry 
grows as predicted, the gap could 
widen to 30 per cent by 2020, 
given the growing fleet size and safety require- 
ments that will require using trained manpower. 
There will also be a demand for workers with spe- 
cific skills to operate specialised equipment, says 
the joint report of AT Kearney and ICEMA. 

In order to tackle the issue of manpower, 
ICEMA, with support from the Union govern- 
ment and its member companies, is currently in 
the process of setting up a Sector Skill Council; 
Infrastructure Equipment Skill Council (lESC). 
lESC, which has been approved by the National 
Skill Development Corporation (NSDC) recently, 
will spearhead the skill development initiative 
of the industry. The council would work towards 
developing National Occupational Standards 
and a curriculum for operator training. Existing 
training centres of ICEMA members would be 
affiliated to lESC for conducting training. lESC 
would also collaborate with other concerned 
training centres for conducting the training. 

''Skilled manpower has been a major issue 
for the industry and any negligence on this 
front may act as a big impediment for the over- 
all growth of the sector. Through our lESC ini- 
tiative, we are aiming to train about 2 million 
people in the next 10 years," says Sunderasan, 
adding that the association is also setting up a 
separate Test Centre in Indore for the construc- 
tion equipment industry, which will certify off- 
highway vehicles for safety and other parameters 
as is done by Automotive Research Association 
of India (ARAI) for the automobile industry. The 
Cabinet committee has already approved ^500 
crore for this project. Further, ICEMA has also 
approached the Department of Heavy Industries 
for enacting a separate act - Earthmoving, Min- 
ing and Material Handling Equipment Act - for 
the industry which is currently governed by the 
Motor Vehicle Act. 




With all these initiatives in place, the 
domestic ECE industry today appears 
to be much better prepared to reap 
the advantages going forward. Over the last few 
years, a good deal of capacity has been built 
up by a large number of foreign and Indian 
players. The size and structure of the domes- 
tic equipment manufacturing industry has 
under gone a big change. The industry is cur- 
rently well placed to meet the diverse need 
of the infrastructure and construction sector 
which is all set to roll out a series of projects to 
meet the growing needs of the country. From a 
limited range, the overall offering has widened 
to a great extent and as a result the industry 
is providing a wide range of machinery cater- 
ing to all the major segments of the construc- 
tion and mining business. The industry is also 
getting support from the development of rental 
and financing market, even as there is lot left 
to be desired. 

All said and done, the ECE industry, which 
is still at the evolution stages, also faced with its 
own share of challenges in an emerging mar- 
ket like India. Going ahead, the industry will 
have to strategise itself to face these tests in an 
effective manner. Apart from dealing with the 
macro issues, the much-needed indigenisation 
of the technology and creation of distribution 
and adequate support system in terms of avail- 
ability of after-sales services and spare parts, will 
be crucial. Creating a vendor network will also 
be a major task in the Indian context. Unlike 
developed economies, the Indian market will 
continue to seek cost effective solutions and 
accordingly the industry will have to formulate 
their offerings and business models. 
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Going organic 

Emami enters the organic personal & healthcare segment 



Emami Limited, the Kolkata- 
based personal & healthcare 
FMCG, has acquired a control- 
ling stake of 66.67 per cent in Aus- 
tralia-based Fravin Pty Ltd, along 
with its three subsidiaries, through 
Emami International FZE, a subsidiary 
of Emami Ltd. The stake in the Aus- 
tralian firm has given Emami access 
to a range of fast-growing organic and 
natural personal care products and 
also opened a new market. 

"The Fravin acquisition is in sync 
with the company's strategy to grow 
aggressively through both organic 
and inorganic routes in India and 
overseas. This is a significant step 
for the company, as the acquisition 
marks Emami's entry into organic 
personal care products, where we 
were not present earlier. The market 
for organic personal care products 
is growing at rapid pace across the 
world," says Harsh Agarwal, director, 
Emami. He expects that the global 
market for organic products will be 
double in six years from over $7.6 bil- 
lion in 2013. "We have been talking 
to them for the last 4-5 months and 
signed the deal now," Agarwal says. 
Emami refused to reveal the size of 
the transaction but the industry 
sources say it is ^35-40 crore. 

Promoted by leading trichologist 
Peter Francis, the Fravin group makes 
a full range of hair care and skin care 
products that are certified organic by 
various certification bodies in Aus- 
tralia and the US, such as Australian 





Agarwal: organics have bright prospects 



Certified Organic (AGO) and the 
United States Department of Agricul- 
ture (USDA), among many others. The 
group has major strengths in R&D of 
various advanced technologies like 
trans-follicular anti-ageing serums, 
etc. The group has been the recip- 
ient of many international awards 
as recognition for its high standard 
and quality products. It has over 100 
products in its portfolio, including 
the leading brand - Abache Organics, 
which was awarded the first place in 
the 'Green Formulations' category at 
the Sustainable Beauty Awards 2014, 
held in Paris. 

"We are enthusiastic to be asso- 
ciated with a global company like 
Emami," says managing director 
Francis. "There are strong syner- 
gies between the two companies. 
With Emami's strong marketing net- 
work and our R&D capabilities and 
advanced technologies, we expect to 
take Abache brands to new heights." 

The group has its R&D and manu- 
facturing facility in Adelaide. It also 
has a range of organic personal care 
products especially developed & for- 
mulated for children called eco-kid. 
Fravin will be a part of Emami's inter- 
national business division, which 
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contributes around 14 per cent to the 
total FMCG business of ^1,800 crore, 
with a CAGR of 18 per cent in the last 
five years. Emami is present in over 60 
countries across the world. "Our cur- 
rent focus will be the overseas market, 
as it is matured for organic products," 
says Agarwal, talking about the mar- 
keting of Fravin products. "India will 
be the next step." Fravin skin care has 
reasonable presence in the US and 
Europe. 

Rising concerns for health safety, 
growing awareness of the consum- 
ers on the hazards of using prod- 
ucts with synthetic chemicals have 
fuelled the demand for organic per- 
sonal care products. "This acquisi- 
tion emphasises our core belief in 
usage of safe and natural products," 
Agarwal claims. 

Strategic acquisition 

"It is a natural move for Emami to get 
into organic personal care segment," 
says Naresh Pachisia, managing 
director, SKP Securities. "However, 
this requires a different technology 
and research for product develop- 
ment. The Australian company is rel- 
atively small but the acquisition of 
Fravin appears to be a strategic acqui- 
sition because of its technology and 
R&D prowess in natural and organic 
personal care products." The com- 
pany's share price surged over 4 per 
cent after the announcement and is 
hovering at ^934 on the BSE. 

This is the second acquisition for 
the company in less than one year. 
In June last year, it acquired She, a 
sanitary napkin brand promoted by 
Mumbai-based Royal Hygiene Care. 

Emami, the flagship company of 
the Emami group, has 260 diverse 
products in its portfolio, which 
includes brands like Zandu, BoroPlus, 
Navratna, Fair & Handsome, Mentho 
Plus, Fast Relief and Sona Chandi 
Chyawanprash. 

Emami understands consumer 
needs. There will be no immediate 
impact on the top line or the bottom 
line of the company for the acquisi- 
tion but the new range of portfolio 
is expected to create enormous atten- 
tion in the market. 

♦ SAJAL BOSE 
sajal.bose@businessindiagroup.com 
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Sonata Software has undergone a strategic 
restructuring to make a turnaround 



The Bangalore-based ^1,564 
crore Sonata Software Ltd (SSL) 
has had a dream run in the 
last few quarters (see charts). The 
key turnaround has come in terms 
of improvement in profitability, a 
strong balance sheet coupled with 
consistent dividends and high pay- 
outs along with robust cash genera- 
tion every quarter. At the operating 
level; the earnings before interest 
depreciation and tax (ebidta) in the 
IT service business (constitutes 31 per 
cent of total revenue) which was close 
to 13 per cent; has now touched over 
24 per cent. "This has been achieved 
by improving utilisation, cutting 
out loss making projects, giving up 
some loss making businesses, etc. 
Offshore rates which were close to 
$18 -$20 on an average per hour have 
now moved to plus $24. This is espe- 
cially so in the case of the new busi- 
ness where we are rendering services 
to focused verticals on niche tech- 
nologies. These are what have con- 
tributed to the steady improvement 



in profitability. Focus has brought in 
the efficiency and the improvement 
in profitability," explains Sridhar 
Reddy, MD and CEO, SSL. 

"As regards the domestic business, 
the income tax refund of plus ?100 
crore has helped reduce our inter- 
est costs substantially. This has also 
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worked in bringing liquid- 
ity to the business which 
is working capital intensive. Fur- 
ther, a focus on selling cloud and new 
technology products to both exist- 
ing and new customers has helped 
improve our profitability. This busi- 
ness, which was close to making 
a loss couple of years back, is now 
robust, generating an EBIDTA of plus 
4 per cent on a consistent basis," says 
Venkatraman N., CFO, SSL. 

Reddy was one of the first employ- 
ees of the company. He joined the 
company in 1986 when Sonata oper- 
ated as a division of Indian Organic 
Ltd. It became a listed entity in 1994. 
Currently, the Raj an Raheja group 
owns 26.8 per cent, financial mag- 
nate Hemendra Kothari in his per- 
sonal capacity holds 10 per cent, 
the Ghias have 4 per cent, Flls hold 
3 per cent and the balance is with 
the public. 

''Since musical composition 
(Sonata) was difficult and so was IT, 
which was considered an art and not 
a science in those days, this is how 
the division, which was then hived 
off to a company, got its name," 
recalls Reddy, who took over the 



♦ 74* 

FEBRUARY 2-15, 2015 



BUSINESS INDIA ♦ THE MAGAZINE OF THE CORPORATE WORLD 



Corporate Reports 



conductor's seat of Sonata in Febru- 
ary 2012. Ever since then, the tune 
being harped at Sonata is profit- 
abiUty, which has re ected in the 
numbers. 

The financial performance itself 
is there for all to see. The revenue 
in services alone has gone up from 
$60 million to over $100 million. 
And the stock market has acknowl- 
edged this improved performance 
with the share price, which was lan- 
guishing at ^15 (three years ago), cur- 
rently changing hands at ^120 and 
the market cap moving 10 -fold from 
^160 crore to ^1,700 crore. Also, since 
December 2014, the Sonata scrip 
has moved to the BSE 500. Today, 
there are over half a dozen equity 
research firms like hdfc Securities, 
Religare, etc, actively tracking the 
Sonata scrip. 

According to Sweta Sheth, research 
analyst of the Kolkata-based Stewart 
& Mackertich Wealth Management 
Ltd, there are various contributors to 
the notable turnaround of the com- 
pany. ''Strategic restructuring to aug- 
ment future growth and streamlining 
the revenues from two distinct busi- 
nesses - international IT services and 
domestic products and focus on select 
verticals has been key. With early 
investments in new technologies the 
company is well positioned to reap 
the benefits of the digital wave. Cur- 
rently, cloud, e-commerce and busi- 
ness intelligence contributes 21 per 
cent of the company's revenue. The 
management's two pronged focus on 
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new clients as well as focus on exist- 
ing clients in terms of account man- 
agement and service delivery has 
yielded excellent results," says Sheth 
who has been tracking the company 
for almost three years. ''Every quar- 
ter the company has posted results 
above expectations and surprised 
positively on all parameters. 

From 2012, Reddy and his team 
have done a host of things to stage 
a turnaround. "The focus on spe- 
cific industries and technologies that 
impact the business performance 
of our customers more strongly in 
value-added areas like omni-chan- 
nel commerce, analytics, mobility, 
cloud and product engineering, as 
well as enhancements to the talent 
pool in the company has given us 
stronger fundamentals that the mar- 
ket is appreciating and rewarding," 
says Reddy. 

Advisory board 

Besides this, the management has put 
in place and composed an advisory 
board that functions to support the 
day-to-day activities. The advisory 
board is actively engaged with giving 
guidance and support on growing 
businesses. Jnan Dash, a recognised 
Silicon Valley technology maven 
associated with path-breaking tech- 
nologies at Oracle in its early days, 
now actively involved with multiple 
new technology ventures is one of the 
advisors. He steers an annual busi- 
ness visioning and planning work- 
shop for Sonata's leadership team 
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that keeps them abreast of the lat- 
est trends and technologies. Naresh 
Wadhwa, former head of Cisco in 
India guides the Sonata team with 
inputs on technology infrastructure 
business as well as with his wider 
experience of technology issues fac- 
ing industry leaders globally. Sriram 
Dasu, brings deeper perspectives on 
cutting edge research in the area of 
analytics and operations research, as 
an academician working on emerg- 
ing applications for industry in these 
areas in the US. 

Separately, SSL also started form- 
ing advisory boards at the industry 
level. Peter Wilkinson, who has led 
some of Australia's biggest retailers, 
is currently guiding the company on 
the challenges faced by retailers and 
how IT solutions could help them 
address it. Ron Floto, another experi- 
enced retail business head of some of 
the best known brands in APAC and 
US is giving SSL direction in gaining a 
larger footprint for services in North 
America. "In sum, our advisory board 
has been a very active contributor to 
our growth with both wisdom and 
involvement in our business efforts, 
which guides the company in iden- 
tifying newer technology trends and 
growth opportunities. The collec- 
tive expertise of the board plays an 
important role in defining the com- 
pany's growth trajectory and in tap- 
ping emerging opportunities that 
would shape the future of the IT ser- 
vices market," Reddy acknowledges. 

So, besides the numbers, quali- 
tatively also the company is differ- 
ent, from what it was three years 
ago. Today, the company has a much 
sharper strategic direction and lead- 
ership team that can more strongly 
drive that strategy to results. "Our 
choice of industry and technology 
focus has helped us enhance our 
ability to deliver impactful solu- 
tions and leverage them to strong 
referrals and new business wins. The 
top management talent and compa- 
nywide talent development initia- 
tives that have been more actively 
driven have given us a depth of capa- 
bility that leads to more sustainable 
performance at the highest qual- 
ity standards. The positive business 
results have also placed us in a much 
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Stronger financial position that now 
enables us to drive a virtuous cycle 
of sustained investments in tech- 
nology solution and people develop- 
ment that can take us higher/' adds 
Venkatraman. 

Currently SSL's focus industry 
verticals are travel, retail, consumer 
goods and software product develop- 
ment services. ''In each of these ver- 
ticals, we have and are continuing 
to focus on technologies and solu- 
tions that are most relevant to the 
needs of business. Our investments 
in omni-channel commerce, analyt- 
ics, mobility and more importantly 
in integrating these solutions to pro- 
vide next generation digital engage- 
ment solutions for these customers 
has seen us be part of the evolution 
of new systems of engagement in 
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these companies," says Arun Sriram 
G. v., head - marketing, SSL. 

Cutting edge 

''In each of these industries, we have 
long standing marquee customers 
in multiple geographies who work 
on some of the most pressing stra- 
tegic challenges that businesses face 
and the IT solutions we provide to 
them keep us at the cutting edge. 
The increased focus on innovative IP- 
led solutions and a growing solution 
asset base helps us bring innovation 
speed and reliability to our custom- 
ers technology needs. However, what 
is equally important is that the part- 
nership approach we bring to the 
table with a customer centric centre 
of excellence driven delivery model. 
It has seen us stay the course and 
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build sustained impact for our cus- 
tomers. We are always focused on 
more strongly nurturing this align- 
ment and commitment to customers 
business that ensures we are always 
ready to deliver what matters to 
them," says Reddy. 

Partnering has been another 
step of SSL's growth curve. "Sonata 
has been an important partner in 
our Microsoft Dynamics AX jour- 
ney for over a decade. The exper- 
tise they bring to the table makes 
them a valuable part of the Dynam- 
ics ecosystem to Microsoft, its part- 
ners and customers who seek to get 
more out of our enterprise class busi- 
ness solution. This 10 year anniver- 
sary is a significant milestone in our 
relationship with Sonata and we 
look to newer horizons ahead." states 
Hal Howard, CVP Dynamics, ERP 
R&D, Microsoft. 

"Hybris is recognised for its abil- 
ity to support global organisations, 
and we are excited about the pros- 
pects to broaden our reach with 
their support. Sonata has vast exper- 
tise in the e-commerce space, and 
their 360 degree partnership model 
for product companies such as ours 
is a great benefit to us. The alliance 
not only gives us a trusted imple- 
mentation partner, but also helps us 
leverage their product sales capabil- 
ity in India," explains Frank Schout- 
issen, VP - channel at Hybris, a 
SAP company. 

In fact as part of SSL's restructur- 
ing to achieve enhanced profitability, 
the management has not shied away 
from shedding unviable businesses, 
as well. For instance, the partnership 
with TUI Infotech, which was forged 
in 2006 in the context of a certain 
business that needed to generate 
value to both companies through 
enhancing and extending services 
of Sonata and TUl's own technology 
capabilities to the larger group and 
industry, was sold in 2012. "Over a 
period of time, the need to provide 
services for TUI to be competitive 
necessitated that the scope of this 
engagement be redefined and the 
nature of the relationship changed. 
Both companies realised it," adds 
Venkatraman, who in the exit took a 
hit of ^5.80 crore. 
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"On the operational front, the 
exit of TUI JV in October 2012 was 
a major step initiated by Reddy at 
the helm. For FY12, the TUI jv con- 
tributed 31.5 per cent of the total 
revenue, but made losses at the net 
level. The exit has aided the com- 
pany in improving overall profit- 
ability. Sonata has also focused on 
mining its core accounts as well as 
wining new logos in its focused ver- 
ticals. Top 10 clients account for 
75 per cent of total revenues. The 
company is seeing increased trac- 
tion in core accounts. This is clearly 
evident in steep improvement in 
growth over the past eight quarters/' 
states Madhu Babu, analyst, HDFC 
Securities Institutional Research. 

''M&A activity is an important 
ingredient of our growth strategy," 
says Reddy, having acquired a con- 
trolling stake in California-based 
Rezopia in August 2014. ''This helped 
the company build Intellectual Prop- 
erty (IP) and get access to clients 
globally". In a separate transaction, 
he added that it will also acquire the 
businesses of Xyka India, a company 
that provides services to customers 
using Rezopia's software. This soft- 
ware is a cloud computing-based 
solution that can enable travel com- 
panies such as airlines to use specific 
transportation-related software to 
help them in their everyday business 
i.e. monitoring holiday packages, 
on a subscription basis. This acqui- 
sition helps Sonata beef up its reve- 
nues from the transportation sector 
and also gets access to customers of 
Rezopia, which includes some of the 
leading global travel agencies. 

Growth opportunity 

''The company intends to strengthen 
its travel and tourism vertical and 
the acquisition brings to the table 
competencies of IP and software plat- 
form-led services. For Rezopia, it gets 
to develop these solutions quicker 
as it gets access to 3,000 employees 
and a chance to bring down software 
development costs," explains Reddy. 
"This recent acquisition of Rezopia 
offers a significant growth opportu- 
nity in terms of increased cross sell 
and operating efficiencies owing in 
through synergies," adds Sheth. 



"Mid-size companies are pushing 
hard to differentiate, gain access to IP 
and customers at a time when larger 
peers such as TCS and Cognizant are 
increasingly competing on IP and 
platform-led growth, which tend to 
come at higher margins, when com- 
pared to conventional IT services, 
which have gotten commoditised," 
states Sanchit Vir Gogia, analyst. 
Greyhound Research. For instance, 
some time back, RPG-group com- 
pany Zensar Technologies acquired 
US -based Professional Access from 3i 
Infotech to increase IT services reve- 
nue from the retail e-commerce seg- 
ment. Professional Access (PA) is one 
of the largest partners for Oracle's ATG 
Web and Endeca search platforms and 
at the time of the acquisition. Harsh 
Goenka, chairman, RPG and Zensar, 
had said that the acquisition would 
help Zensar increase its market share 
in the e-commerce segment. 

Disclosing Sonata's M&A strat- 
egy, "We are focussed on M&A to 
strengthen our footprint in our 
core industry verticals and tech- 
nologies, across geographies. This 
means that targets focused on travel, 
retail and software product devel- 
opment across the US, Europe, and 
APAC region in technology areas of 
omni-channel commerce, mobility 
and analytics are some of the prime 
focus areas. There is a filter of ser- 
vices being based on value-added 
and IP-led solutions and scope for 



Sonata to help in faster growth of the 
entity. We are looking at strength- 
ening our growth through strategic 
acquisitions - rather than M&A as a 
strategy," says Reddy. "We are in the 
process of evaluating targets for the 
same in the geographies of US and 
Europe, as well as India. We plan to 
fund these acquisitions via internal 
accruals based on healthy cash bal- 
ances on back of consistent growth 
seen in the past few quarters. The 
company also plans to bring down 
dependency on the top 10 custom- 
ers from 75 per cent to about 50-60 
per cent over a period of time," 
adds Venkatraman. 

Research analysts see SSL as a 
strong mid-sized software services 
and a product powerhouse with a 
clear commitment of doubling reve- 
nues in the next 2-3 years. They feel 
that management's continued focus 
on revamping sales team by hir- 
ing people from leading IT firms has 
started yielding results in terms of 
business growth, new client addition 
and larger deal wins. Having posted 
excellent results from last 5-6 quar- 
ters, analyst expect the company to 
sustain this growth momentum and 
profitability led by higher focus on 
select verticals, early investments 
in new technologies, healthy cash 
generation and strong top level 
managerial execution. 

♦ LANCELOT JOSEPH 

feedback@businessindiagroup.com 
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Growth trajectory 

Intex is slowly moving towards becoming a consumer 
electronics company 




3^ s 



Mie reason for your suc- 
cess can also be the rea- 
son for your failure/' Intex 
Technologies, started in 1996 as an 
IT accessories and consumer dura- 
bles manufacturer, did well during 
the time when PC sales were boom- 
ing and its IT accessories business 
was fueling the growth. But, as times 
changed and new technology and 
devices came, Intex had to change 
its strategy to stay relevant. When 
smartphones were introduced in 
2007, the time when feature phones 
were ruling the mobile phone market 
globally, Intex Technologies decided 
to foray into mobile phone business. 

Intex initially launched feature 
phones. In a large market like India, 
it wasn't difficult for Intex to sell fea- 
ture phones. The physical distribu- 
tion network that it had already set 
up over the years helped clock rea- 
sonable sales. But, as Keshav Bansal, 
director, marketing and son of Intex 
Technologies' founder Narendra 
Bansal, describes, Intex was a sales- 
driven company, which was just 
pushing its products. 

Bansal, who holds a bachelor's 
degree in Business Administration 
and Management from Manchester 



Business School, joined the business 
as a trainee in 2010 when the aware- 
ness and demand for smartphones 
had already increased and consumers 
wanted popular brands that offered 
advanced features. As Bansal slowly 
started a bigger role in the company 
and gained more understanding of 
the industry, he realised that for Intex 
to stay relevant in the game, the sales- 
driven push model wouldn't work. 

Intex Technologies seldom did 
any marketing but now Bansal had 
some ideas to make Intex more vis- 
ible in the competitive mobile mar- 
ket. "The biggest factor was the 
brand image. People wanted a brand 
to flaunt about," says Bansal. 'T did a 
brand study and came up with facts 
and figures to back my claim." 

To improve the brand recogni- 
tion and recall, he suggested having 
cinestar Farhan Akhtar as the brand 
ambassador citing his clean image, 
multi-talented personality of an actor 
and singer. After having taken com- 
plete charge of marketing in 2012, 
Bansal did two marketing campaigns 
for Intex featuring Farhan Akhtar in 
2013 which he claims received tre- 
mendous response. He cites turnover 
figures to back his claim. In FY13, 



Intex clocked a turnover of ^1,071 
crore with a net profit of ^15.17 crore 
which jumped to ^2,056 crore in 
FY14 with a net profit of ^40.53 crore. 
'Tn this growth, marketing played a 
significant role. There was no look- 
ing back from there," says Bansal. 
''More than 60 per cent of the contri- 
bution came from mobile sales." 

In the current financial year 
(2014-15), Bansal believes Intex is 
on target to cross ^4,000 crore in 
turnover, growing at 100 per cent 
y-o-y for the second consecutive 
year. And he expects mobile phone 
sales to contribute about 70 per 
cent. This he credits to the expan- 
sion of marketing strategy to include 
region focused marketing cam- 
paigns by signing popular regional 
celebrities as brand ambassadors. 

Last year, Intex signed South 
India's cine stars Anushka Shetty and 
Sudip as regional brand ambassa- 
dors, while continuing with Farhan 
Akhtar for pan India. Bansal believes 
every state in the south is a country 
in itself and therefore having local 
celebrities as brand endorsers did 
tremendously well for us. For reach- 
ing out to customers in north-east, 
Intex last year partnered with Bolly- 
wood flick Mary Kom, right from the 
conceptualisation stage. 

Intex is targeting the large and 
untapped market in Tier II & III cit- 
ies and towns with affordable mobile 
phones for masses. But the demand 
for feature phones is still higher in 
these parts of the country. In FY14, of 
the 11.5 million handsets that Intex 
sold, 10 million were feature phones 
and only 1.5 million were smart- 
phones. However, as smartphones 
are becoming increasingly afford- 
able, the share of smartphones rela- 
tive to the feature phones is on the 
rise. At present, only 12.5 per cent of 
total Internet users are using Inter- 
net on smartphone. Going forward, 
sales of smartphone will continue 
to rise. In the current financial year, 
Intex will end the year with sales of 
approximately 20 million devices 
which include 15 million feature 
phones and 5 million smartphones. 

Except for a single affordable 
smartphone Intex Cloud FX running 
on Firefox foundation's Firefox OS, 
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priced at ^1,999, which it 
sold exclusively online, 
Intex is still relying on its 
physical distribution net- 
work and distributors pan 
India, to reach its custom- 
ers in smaller cities and 
towns; even as Chinese 
brand Xiaomi has success- 



market with just an exclu- 
sive online partnership 
with ecommerce mar- 
ketplace Flipkart. According to the 
data shared by Xiaomi, it has sold 
1 million smartphones in less than 
5 months in India, without having 
any physical presence. And the cus- 
tomers for these 1 million smart- 
phones came from 1,200 cities and 
towns in India. 

Closely looking at Intex's mobile 
product portfolio, in the current 
financial year, it has launched 60 
smartphones and 50 feature phones. 
It makes feature phones and smart- 
phones to target the customer in the 
sub-^6,000 range. Feature phones, 
which constitute a significant vol- 
ume of sales for Intex, 75 per cent, 
are priced much lower, sub-^3,000 
and have smaller margins. On the 
contrary, Xiaomi's products, all 
smartphones starting at ^6,000 
and going up to ^20,000, are sold 
online and yet to manage to sell 1 
million devices in 5 months only 
through online sales. 

Bansal says he has plans to go 
aggressive on online retail in FY16. 
But, at the same time, he plans to 
double the network of retailers from 
80,000 to 1.5 lakh, strengthen the 
existing distribution network, and 
get presence in 400 large format retail 
stores in FY16. This apart, Intex also 
plans to launch 400 own branded 
stores in the next 2-3 years in Tier-II 
and III and aims to increase service 
centres from 800 at present, of which 
80 are company owned, to 1,500 
in the coming years. ''The reach of 
physical stores is going to remain rel- 
evant for the next 5-10 years," says 
Ankur Risen, senior vice president - 
retail and consumer products, Tech- 
nopak. The idea behind the company 
owned stores is to create experience 
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Telecom: Mobile and Accessories. CD: Consumer Durables. IT: IT Accessories 

zones and communicate the mes- 
sage to change the customer percep- 
tion that products made by Indian 
brands are not of inferior quality and 
Bansal is planning to spend ^150 
crore on marketing in FY16. Intex 
is the fourth largest mobile com- 
pany in India after Samsung, Micro- 
max, and Lava. Questions sent to 
Samsung and Micromax remained 
unanswered until we go to press and 
Lava spokesperson was unavailable 
for comment. 

It appears as if TV is the natural 
extension for mobile manufactur- 
ers to get into after smartphones. 
While Samsung, India's leading 
smartphone brand has been into elec- 
tronics, Micromax, Xiaomi, Mitashi 
and Intex have also forayed into tele- 
vision recently. 'Tt's a complimen- 
tary product for mobile companies," 
says Bisen. ''But, it's a category that 
is struggling to find relevance in the 
mobile era." 

Introduced about a year ago, Intex 
is selling approximately 20,000 units 
of LED TV a month, mostly through 
traditional retail channels in Tier II 
and III cities. Bansal claims pricing 
for its LED TV is going to be 30-40 per 
cent less than the price of an MNC 
brand with the same features and 
plans to increase the company's TV 
sales to 40,-50,000 in the next 4-5 
months. While Micromax, Intex and 
Mitashi are already selling LED TVs 
in the country at extremely compet- 
itive prices, it'll be interesting to see 
how the market reacts when Xiaomi 
launches its TV later this year. 

LED TVs form a part of Intex's 
consumer durables segment, which 
includes multimedia speakers and 



washing machines. While 
washing machines have 
been introduced only six 
months ago, Intex claims to 
be India's largest manufac- 
turer of multimedia speak- 
ers, which it has been selling 
since early 2000s. The contri- 
bution of consumer durables 



from 10 per cent in FY14. 
And the declining busi- 
ness division is that of IT accesso- 
ries which includes UPS, keyboard, 
mouse, cabinet and headphone. The 
revenue contribution of IT accesso- 
ries this year is expected to be 15 per 
cent from 20 per cent last year. 

Intex is slowly moving towards 
becoming a consumer electron- 
ics company and with its philos- 
ophy of self-reliability, it wants to 
manufacture everything in-house 
and own the technology. Intex has 
three factories in India: two in J&K 
where it manufactures speakers and 
one in Himachal Pradesh where it 
has begun manufacturing feature 
phones, mobile chargers and batter- 
ies. It wants to consolidate the man- 
ufacturing of feature phones before 
beginning manufacturing of smart- 
phones in the country and later on 
LED TVs. Intex exports its products to 
70 countries including SAARC, Gulf 
countries and Russia which bring in 
revenues of ^150 crore which Bansal 
is hopeful of growing three times in 
the coming years. 

Managing director and founder 
of Intex Technologies, Narendra 
Bansal has taken a back seat and 
the 22-year old Keshav Bansal looks 
after the business and he wants Intex 
to become a $1 billion company by 
the end of FY16. Intex is a privately 
held company and has no plans of 
going public. Narendra Bansal could 
not be reached for comment. While 
odds are in favour of Intex, the tech- 
nology business is highly dynamic 
and one has to keep pace with time 
to stay relevant, else the reason for 
success can also become the reason 
for failure. 

♦ ROHIT PANCHAL 
rohit.panchal@businessindiagroup.com 
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Winds of change 

Management consultants now have a bigger role to play in the scheme of things 



Many of us in the field of management 
consulting can feel the winds of change 
ushered in by the rise, albeit gradual, in 
the economic indicators and the ways in which 
businesses are trying to reinvent their models to 
stay competitive. Further, several emerging econ- 
omies have taken cue from the developed ones 
and are striving to match global standards. As a 
result, management consultants now have a big- 
ger role to play in the scheme of things. 

In this scenario, the need of the hour can 
be transformational consulting, which takes 
into account four key criteria: growth, risk and 
compliance, ability to stay effective, and talent 
management. Existing client relationships are 
necessitating the need for an overall advisory ser- 
vice that is woven around specific requirements. 
Consequently, an ERP implementation is per- 
haps just a means to an end; the organisational 
IT strategy blueprint can be the prerequisite. Sim- 
ilarly, a role benchmarking endeavour may just 
be an offshoot of an extensive organisation diag- 
nostic study. Along with this, as many organisa- 
tions are going borderless in their operations, we, 
too, are being impelled to think of delivery mod- 
els and solutions that are consistent and global 
in nature. For every service, we need to consider 
how it will apply across geographies, where the 
client is operating. 

If disruptive technology with its deep-rooted 
impact of creating customer-centric enterprises 
and redefining their business models is prompt- 
ing an all-inclusive approach to consulting, then 
blurring of the service lines in the management 
consulting space is natural. Management consult- 
ing firms can no longer claim to be just that; the 
development of a horizontal value stream is creat- 
ing a consulting ecosystem that is dependent on 
partnerships and vendor collaboration in order to 
expand their offerings. Firms, big or small, have 
to rethink their go-to-market strategy to come up 
with the right mix of services at the right price 
to meet the demand. How innovatively can we 
approach our pricing models? How benefits-based 
can we make our pricing while keeping it a bal- 
anced situation for both us and the clients? We 
constantly have to answer such questions. 

Further, it is clearly no longer enough for 
management consultants to just provide the 
strategic recommendations; how well they can 
go beyond consulting and get into implement- 
ing or managing the implementation of their 
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recommendations is what is being sought after. 
The arena of effective risk management and pro- 
gramme management has become the battlefield 
for gaining a competitive edge. Our clients know 
who they can go to in order to get their work 
done; their need now is for independent subject 
matter experts who can oversee or supervise the 
work for them and identify the gaps and provide 
them with a roadmap for improvement in getting 
that piece of work executed efficiently. Firms race 
for the spot of a 'trusted advisor' to their clients 
and try to ramp up their efforts in building com- 
petency in this area. 

Needless to say, bringing together the right 
combination of talent is important to develop 
a good team which can carry out this transfor- 
mational consultancy in an effective manner. 
The competition between players, whether big 
or small, is high with firms claiming stake in 
the various slices of the consulting service pie. 
While cross-cultural collaboration with a global 
exchange of resources has come into play in order 
to address the requirement of service consistency 
for client locations, the ability to predict future 
trends and build services around it is also turning 
out to be the differentiating factor for those look- 
ing to stay ahead of their competitors. Continu- 
ous improvement through adequate research for 
new avenues of market offerings and globally-ap- 
plicable IPs, methodologies and tools is important 
nowadays. Moving beyond hiring experienced 
hands, there could be greater investment in 
bringing in enthusiastic and academically qual- 
ified individuals from leading campuses into the 
management consulting scene. Touted as Millen- 
nia's, this new and young workforce is bringing 
with it a fresh perspective on things; just what 
this sector needs at the moment. After all, at the 
root of forecasting solutions lies the ability to 
have a new outlook; knowing when to retain and 
replace; and the confidence to take risks. 

But, anchoring such talent in the organisa- 
tion is no mean task. The Millennia's tend to 
come with a mind of their own, questioning the 
moves made by the enterprise and trying to find 
reasons for their own actions in delivering value 
to clients. While there is could be a progress tra- 
jectory planned, they often would rather see the 
results immediately. This can make them want 
to move to newer grounds every couple of years 
and, as a result, people management has become 
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a key factor to retain them. A robust human cap- 
ital strategy, which encourages more participa- 
tion and engagement of employees in the daily 
activities of the firm as well as gives them an 
overview of the long and short-term strategies, 
has become important. 

At the same time, with the Millennia's threat- 
ening a growing attrition rate and with the oppor- 
tunities presented by global mobility, there is an 
attempt to reduce dependency on human tal- 
ent. Gradually, management consulting firms are 
realising the importance of developing intellec- 
tual property in the form of reusable assets. This 
is probably also the reason behind the growing 
trend of developing thought leaderships in the 
bid to occupy a distinctive place in the mind of 
the clients. Such endeavours have now become 
a vehicle for showcasing how well a firm under- 
stands the market, its problems and the required 
solutions for the same. Instead of addressing 
generic topics, many of these thought leaderships 
and IPs are taking a more sector-specific approach 
for a targeted audience so that the message is clear 
as to what one has to offer and to whom. This is a 
strange dichotomy as the firms have to also bear 
in mind that there is a consistent message run- 
ning through their IPs to help ensure their rele- 
vance around the world. 

The specificity can be seen as a consequence 



of how industry-driven the consulting busi- 
ness has become. Generic solutions are no lon- 
ger enough. Every sector has its own distinct 
demands and requires customised solutions for 
the same. Take the healthcare sector as an exam- 
ple. The need for dispensing quality care at the 
lowest possible cost in a manner convenient to 
patients has been a driver for this industry in 
recent times. The new modes of healthcare pay- 
ment and delivery systems is creating a demand 
for management consultants who can help this 
sector innovate itself. On the other hand, the 
government and public services sector is turn- 
ing to the principles that have helped private 
companies thrive so far and are demanding that 
these be tailored to their needs. 

All said and done, while the demand for man- 
agement consulting is on the rise with newer 
emerging markets opening up, and with a pleth- 
ora of services available to be explored, it must 
be noted that there has not been a considerable 
hike in prices. Knowing how to price the ser- 
vices competitively and yet deliver profitably is 
going to be a critical factor. Further, with more 
mergers being formed and with the develop- 
ment of a collaborative ecosystem, it is becom- 
ing increasingly important to have a holistic 
view of what the new entity is bringing in 
so that service redundancy can be avoided. ♦ 
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Towards a digital India 

Cisco partners IL&FS Technologies to partake in the Digital India/ 
Smart Cities programmes 



Narendra Modi's Digital India 
and Smart Cities plans - 
although not yet clear - are 
making companies not just sit up 
and take notice but ready to invest 
in the opportunity. Cisco is the lat- 
est to join several large global cor- 
porations including Google, which 
have already evinced their interest in 
these plans. 

Cisco and IL&FS Technologies Ltd 
(ITL), a technology solutions company 
of IL&FS (Infrastructure Leasing & 
Financial Services) have announced 
a collaboration to utilise the Inter- 
net to develop digital solutions for 
India's infrastructure and smart cities 
and bring together the complemen- 
tary capabilities of both companies. 
"ITL has got the right set of comple- 
mentary skills that we need. We have 
the right set of complementary skills 
that they need in digital areas/' says 
Anil Menon, deputy chief globali- 
sation officer & president, smart & 
connected communities. 'Together, 
the stack that we bring is what 
customers are looking for." 

Moving beyond finding an oppor- 
tunity, the two companies have 
already started working together 
towards identifying and qualify- 
ing opportunities and are looking 
where the joint go -to -market strat- 
egy will work. Menon believes the 
opportunity is huge; however, they 
haven't been able to size it up in 
terms of numbers, yet. Therefore, the 
two companies are assessing what 
assets they already have, in terms 
of technologies and the investment 
that they have already made, before 
deciding where and when new 
investment should be made. ''We 
have made quite a bit of an invest- 
ments in software, go-to market and 
collateral and have made technol- 
ogies for surveillance, education," 
says Menon. "ITL has (also) made a 
similar investment." 

In the absence of any clear plan 




Menon and Malkani: complementary skills 



from the government, Cisco is look- 
ing at this opportunity through the 
prism of urban cities and not just 
smart cities, with the belief that 
urbanisation is happening because of 
lack of urban services in rural areas. 
And, therefore, it believes, if digital 
technologies can deliver some urban 
services like healthcare, jobs, educa- 
tion, government services into rural 
areas, not everyone would want to 
move into urban areas. "In a digital 
India, there will be a transformation 
in the delivery of citizen services," 
says Durga Prasad, CEO, ITL. "Our 
collaboration with Cisco will bring 
the power of the Internet to every- 
thing from greenfield and brown- 
field cities, to communities, and rural 
communities in India. 

Creating value 

Cisco's vision of smart & connected 
communities has been used by more 
than 90 global greenfield and brown- 
field projects and includes the Delhi- 
Mumbai Industrial Corridor, where 
Cisco is developing the ICT (Infor- 
mation and Communications Tech- 
nology) master plan for four pilot 
cities. According to Menon, deliv- 
ering urban services such as traffic, 
lighting, water, security, and an inte- 
grated operation centre can create $3 



trillion worth of value over a period 
of time, which will require an entire 
stack - all the way from infrastruc- 
ture to platform to end devices. The 
digital component is also present in 
e-governance, financial inclusion, 
and modernisation of manufactur- 
ing to be globally competitive. 'The 
opportunity is so huge. Combined 
we won't go after all, because, nei- 
ther do we have the capacity, nor are 
we interested in the entire opportu- 
nity," says he. "We're going to pick 
and choose ones where there is polit- 
ical will, business model and an 
ecosystem play." 

Menon is witnessing more focus on 
smart cities globally in the last nine 
months than the last five years com- 
bined. And, because Cisco believes 
this is going to be strongly driven by 
emerging market and mobile inter- 
net, its smart & connected commu- 
nities business is a global business 
run out of India. Cisco is involved 
in smart & connected communities' 
projects in Barcelona, South Korea, 
Dubai, the Middle East, US, London 
and Rio, which are at various stages of 
development. The execution of these 
large-scale projects involves collabo- 
ration between multiple partners. 

Readying the technology for dig- 
ital India, Cisco also launched three 
hardware products - an aggregation 
services router ASR 920-O, integrated 
services router (iSR) 800M and a Mul- 
tilayer Director Switch (MDS) 9250i 
conceptualised and designed in India 
at Cisco India Development Centre 
in Bangalore. Cisco, which claims 
60 per cent of that mobile Internet 
in India runs on Cisco infrastruc- 
ture, expects India will have 526 mil- 
lion Internet users by 2018. "Today, 
only 1 per cent of all the things that 
surround us are connected to the 
network," says Dinesh Malkani, pres- 
ident, sales, India & SAARC. "In India, 
every day an average of 275,000 
devices will be connected to the net- 
work." Cisco has large presence in 
India with 11,000 employees work- 
ing in its office in Bangalore. It has 
filed 830 patents from India and 
500 patents have been issued for 
innovations across all technologies. 

♦ ROHIT PANCHAL 
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CMs' day out 



Naidu and Fadnavis woo investors at Davos 




While Finance Minister Arun 
Jaitley, Power Minister Piy- 
ush Goyal and Chief Eco- 
nomic Advisor Arvind Subramaniam 
were the face of Team Modi at Davos 
in pursuit of the 'Make in India' 
dream, the largely unpublicised story 
playing out on the sidelines was the 
presence of N. Chandrababu Naidu 
and Devendra Fadnavis, chief min- 
isters of Andhra Pradesh and Maha- 
rashtra respectively. Both were trying 
to solicit investments for their states. 

Naidu is no stranger to Davos, 
having visited the place during his 
earlier stint as chief minister. But 
this time he was there to seek recog- 
nition for his truncated and there- 
fore fledgling state. Making a strong 
pitch before foreign investors, he said 
the state offers great opportunities 
in areas ranging from technology to 
tourism to infrastructure to oil refin- 
eries. 'T am appealing to all inves- 
tors from all over the world," Naidu 
said. ''My message is while looking at 
India, look at Andhra Pradesh. Every- 
thing is available in India". 

On why foreign investors should 
come and invest in his state, he said, 
"What I am telling the investors here 
is that there is a huge opportunity. Of 
course, India is a happening country 
now but Andhra Pradesh is a trend- 
setter and there are so many oppor- 
tunities available in this new state. 
Because of natural resources, we can 
do much better." 



Asked by investors about the key 
sectors he was looking at, Naidu said, 
"One is hardware manufacturing 
which we want to get into a big way. 
Anything in hardware can be manu- 
factured in Andhra Pradesh. Then, in 
software, social media and iT-related 
services also, there are opportunities 
waiting to be tapped. We have man- 
power in IT who are working all over 
the world. All new ideas can be imple- 
mented in our state. This is the case 
with food and agro-processing. Even 
in mineral wealth, we have big poten- 
tial. There are also areas like oil refin- 
eries and petro-chemical corridors, 
among others. In tourism, beaches, 
eco-tourism and summer resorts, 
apart from conventions and exhibi- 
tions, wait to be exploited." 

For infrastructure projects, the 
CM said many countries have already 
shown interest. "The Singapore gov- 
ernment is preparing an action plan 
for our capital region, Japan is also 
coming forward to help us. The best 
companies from across the world are 
endeavouring to create infrastruc- 
ture in our state. It will be a world 
class capital," he promised. 

Naidu ran into Bill Gates of Micro- 
soft at one of the sessions. "Gates was 
one of our most enthusiastic backers 
when we set up Cyberabad in the 
undivided Andhra Pradesh. I have 
asked him to back us this time also," 
Naidu said. 

Speaking at the India Investment 



Round Table at the World Economic 
Forum, Fadnavis threw light on the 
major reforms initiated by the govern- 
ment to boost Maharashtra's growth 
rate to 10 per cent. According to Fad- 
navis, "India's growth rate is expected 
to touch 8 per cent. Maharashtra is the 
engine of India's growth. Our state's 
growth rate will soon be 10 per cent." 

Come to Nagpur 

Fadnavis held discussions with Jean 
Pierre Cojan, chief of Safran, the 
European aerospace and defence 
giant, and invited the company to 
make investments in Nagpur, the 
home town of Fadnavis, where the 
aviation industry is striking roots. 
Boeing has recently set up a mainte- 
nance unit there. Land availability is 
also not a problem. Discussions also 
veered to the government's decision 
to open up FDI in defence. 

Another issue which was discussed 
related to global food security, which 
was high on the agenda at the session. 
At the summit, Fadnavis said Maha- 
rashtra will take forward the World 
Economic Forum's initiative of creat- 
ing value chains for farmers. Adopting 
the IAD (Integrated Agriculture Devel- 
opment) public private partnership, 
the Maharashtra government will 
create a value chain for one million 
farmers covering 14 crops. The initia- 
tive to provide the forum for market- 
ing of the agriculture produce of the 
farmers will ensure higher remunera- 
tion. The state has promised to ramp 
up it's infrastructure to make agricul- 
ture marketing more aggressive and 
competitive globally. 

On the second day of his stay in 
Davos, Fadnavis claimed to have 
wrangled a ^3,000-crore investment 
promise from General Electric (GE) for 
the state. GE, a global leader in tech- 
nology-related manufacturing, plans 
to put up a platform turbine pro- 
duction unit in any suitable indus- 
trial zone. Fadnavis had an elaborate 
meeting with ^ vice-chairman John 
Rice. At the summit, Cognizant's 
Gordon Coburn asked Fadnavis for 
land in Hinjewadi, Pune, for a new 
project worth ^500 crore, which the 
CM has also agreed to give. 

♦ RAKESH JOSHI 
feedback@businessindiagroup.com 
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Eye on the future 

RBI and budget to lay ground for the next rally 



January was a good month for the 
markets. Notwithstanding the 
sharp drop of nearly 500 points 
the Sensex and 143 points on the 
Nifty on 30 January - the last trad- 
ing day of the session - the markets 
posted a handsome gain of nearly 5 
per cent over the month. This is by 
far the highest amongst the BRIG 
countries as also better than the 
US and UK. One view was that this 
decline was a healthy correction, fol- 
lowing a steady rise since the begin- 
ning of the year. After opening at 
27507, the Sensex had but for a small 
dip been rising steadily. The correc- 
tion did not; as would have been 
expected, happen on the closure of 
the monthly session of the F&o on 
Thursday 29*^, but it happened a day 
later. 

Banks and financial companies 
which have the largest weightage 
of nearly 40 per cent in the Sensex 
saw massive selling on Friday - the 
last day of the month. Lower than 
expected net interest margins and 
lower growth of 14 per cent in PAT of 
ICICI saw the price of its shares dip by 
almost 6 per cent to ^361 soon after 
its results. The shares conceded most 
of the gains notched up during the 
month. While higher provisioning 
was given as the reason for the lower 
PAT by the management, Bank of 
Baroda, which reported a 68 per cent 
drop in PAT saw nearly 12 per cent 
shaved off in just one session. The 
disappointing results of a private sec- 
tor bank and a big PSU bank unnerved 
investors with sales being effected 
across the banking sector. Almost all 
major PSU shares ceded ground in the 
aftermath of the poor results. SBI saw 
a ^16 decline with the shares reach- 
ing a level of ?310, same as it was at 
the beginning of the year. PNB was at 
^190 while Union Bank also lost ^7. 
Other shares in the NBFC space were 
also down ahead of the RBl's new 
monetary policy which is scheduled 




to be announced on 3 February. 

Specific company actions saw sev- 
eral shares outperform the broader 
indices. Take Solutions, a business 
technology solution provider, saw its 
share price go up by nearly 73 per cent 
in January from ^57 to ^95. This fol- 
lows the company's announcement 
of forming a new division Navitas 
in association with WCI Consulting. 



A pure play life science company, 
Navitas will be focussing on offer- 
ing services encompassing regula- 
tory, clinical, safety and compliance 
to its clients. The company estimates 
that the total addressable market for 
life science solutions is around $15.9 
billion. The company, with a market 
cap of ^1,170 crore saw an average 
trading of nearly ^20.11 crore during 
the month. 

Property shares gain 

In anticipation of the RBI continu- 
ing its efforts to reduce interest rates, 
investors again zeroed in on prop- 
erty developer shares. They reckoned 
that sooner or later the demand for 
property will revive and the beaten 
down property shares will start mov- 
ing upwards, dlf, which had been 
beaten down considerably follow- 
ing negative news, saw a smart spurt 
in the share price from ^137 to ^169. 
Brigade, a Bangalore-based prop- 
erty developer, saw its price move 
up by ^20 to ^179. HDIL, another 
stock which was beaten down saw 
its share price zoom to over ^100, the 
share gaining almost 41 per cent in 
a month. Besides interest rate cuts, 
the sentiment for property devel- 
oper shares also improved on better 
days ahead in the economy. Inves- 
tors felt that the total GDP growth 
could well buoy sentiment amongst 
house buyers. Property sales actually 
declined by 17 per cent in 2014 as 
per a report by property consultancy 
firm Knight Frank. In Mumbai new 
launches were down by almost 43 
per cent. However, according to the 
report the prices stayed firm despite 
the lower offtake and in some makets 
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actually increased. On the flip side, 
because of the drop in new property 
launches, prices of commercial prop- 
erties as also the rent value has gone 
up. There are expectations that the 
second half of 2015 could yield bet- 
ter returns for developers. During 
January, the BSE property index out- 
performed the Sensex by a wide mar- 
gin (see graph). 

Sun Pharma Advanced Research, 
a company belonging to the Sun 
Pharma group was a star performer 
in January. The shares gained more 
than 33 per cent, rising from a level of 
^200 to close the month at ^320. This 
was despite the fact that the company 
has reported negative earnings in the 
first three quarters of the current fis- 
cal year. Dilip Shanghvi, the founder 
and MD, along with other promot- 
ers, hold around a 67 per cent stake 
in the company which has a market 
cap of ^7,700 crore. One of the possi- 
ble reasons for the sharp flare up in 
the share price was a statement made 
by Shanghvi that he would like noth- 
ing better than to focus on research 
if he were offered a chance to pursue 
his dreams, post stepping down from 
active management of Sun Pharma! 
There was also speculation that the 
company would be making a major 
announcement shortly. 

Apart from stock specific action 
business houses are actively look- 
ing at creating value for their share- 
holders. Two big houses. Max India 
and Adani, both announced restruc- 
turing plans during the second fort- 
night of January. Max India decided 
to trifurcate its business into insur- 
ance, finance and healthcare. Max 



India would be renamed as Max 
Financial Services which would 
focus exclusively on the group's life 
insurance business where it holds a 
nearly 72 per cent stake. Max India, 
another entity, would focus on its 
healthcare and allied business. This 
would include its investment in Max 
Bupa and Max Healthcare. The third 
vertical Max Ventures and Indus- 
tries would focus on the speciality 
packaging film business. The clini- 
cal business is proposed to be hived 
off to a Canadian company for a 
total consideration of $1.5 million. 
Of the ^600 crore cash held by the 
company. Max India would hold the 
bulk amount of ^400 crore. The share 
price of Max India, following expec- 
tations of unlocking of value, saw a 
sharp spurt rising to over ^500 soon 
after the announcement before clos- 
ing the month at ^480. The com- 
pany, with a market cap of ^12,465 
saw a neat ^100 increase in the share 
price from 1 January. 

Advantage Adani 

Adani, another group set up by a 
first generation entrepreneur, also 
announced its restructuring plans. 
It involves unlocking the cross-hold- 
ings amongst its three listed compa- 
nies. Adani Enterprises, the holding 
company would demerge its port 
business in favour of Adani Ports and 
SEZ, and its holdings in the power 
business to Adani Power. The trans- 
mission business would be spun 
off into a separate company, Adani 
Transmission, a subsidiary of Adani 
Enterprises. Adani Transmission 
would at a later date be listed. Adani 



Mining, a separate company and cur- 
rently a subsidiary, is proposed to be 
merged with Adani Enterprises. The 
scheme of demerger is expected to 
be put in place by 1 April 2015 and 
the entire exercise is expected to be 
completed by December 2015. Mar- 
kets reckoned that the restructuring 
exercise would eliminate the holding 
company's discount and enable all 
four companies to pursue their inde- 
pendent growth path. Adani Enter- 
prises rose nearly 5 per cent to close 
at ^630 soon after the demerger was 
announced. The shares were quoted 
at ^490 on 1 January 2015. Shares of 
Adani Power and Adani Ports and SEZ 
did not however reflect any change. 

Kesoram Industries, which denied 
rumours of selling off its tyre business 
to MRF, saw a smart surge of nearly 25 
per cent to ^125 during the year. 

The success of the Coal India 
OFS, which fetched the government 
more than ^22,000 crore, should see 
more expectations being built on the 
ONGC divestment which is likely to 
take place before the end of the fiscal 
year. Priced at ^358 the OFS was sub- 
scribed 1.04 times. 

Meanwhile, the next fortnight is 
expected to see more volatility. Apart 
from the RBI policy which will be 
announced in the first week of Feb- 
ruary, traders will try to take a posi- 
tion on budget expectations. For 
now investors are not jittery but only 
awaiting whether the 30K mark will 
be reached before or after the budget, 
which is expec ted to be a transfor- 
mational one. 

♦ DAKSESH PARIKH 
daksesh.parikh@businessindiagroup.com 
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Alternative investment avenue 



ELSS 



Equity linked investment schemes are here to stay 



Almost coinciding with the 
onslaught of the global reces- 
sion, and due to various other 
reasons such as a dismal growth rate 
and a gloomy investment environ- 
ment back home, retail participation 
in the stock market has declined drasti- 
cally over the last few years. This could 
possibly be the reason that prompted 
the government to bring out such 
attractive schemes as the equity linked 
saving schemes (ELSS), through which 
small investors can invest in the mar- 
ket and earn tax free returns while 
being able to use it as a tool for saving 
tax up to ^1.5 lakh under Section 80C 
of the Income Tax Act. 

Basically, ELSS is an equity-based 
mutual fund scheme in which the 
investment is mainly in equity ''Up 
to 35 per cent of the fund can be 
invested in non-equity investments 
such as debt instruments in order to 
provide more balance to the fund. 
However, the majority of the alloca- 
tion is in equity and therefore it is 
highly volatile in nature and returns 
are dependent on market perfor- 
mance. As a result, the price of the 
units keeps fluctuating in tune with 
the ups and downs of the equity mar- 
ket. Fund managers usually resort to 
a diversification of funds in equities 
across sectors, which can reduce the 
risk to some extent. Further, it is an 
open-ended fund and thus can be 
subscribed to at any point of time. 
The funds have their net asset value 
(NAY) which changes according to 
the market scenario. The investor 
uses the NAY for the purchase or sale 
of the units," explains Lalit Kumar 
Dangi, chairman of the Libord group, 
strongly advocating retail investors 
to use this route for investing in the 
stock market. 

The most important point for 
investment under ELSS is that being 
equity-related instruments these are 
termed equity funds. ''The advantage 
is that when investors invest in ELSS, 
it is tax free, as they get deduction 



under Section 80C, thus being known 
as an exempt-exempt-exempt pol- 
icy. The prospect in today's market is 
good as the Indian capital market is 
expected to remain buoyant for the 
next few years. ELSS is probably the 
best option this year for tax savings 
purposes. The buoyant equity mar- 
ket will help the investor reap excel- 
lent returns over a period of time 
through ELSS," says Sudip Bandyo- 
padhyay, MD & CEO, Destimoney. 

Among other immediate alterna- 
tives viz, PPF and NSS, ELSS emerges as 
the best choice for an investor who 
has a good appetite for risk taking as 
the ELSS has outperformed both with 
a massive 27.34 per cent returns on an 
average in the past three years com- 
pared to 8.70 per cent on PPF com- 
pounded annually and 8.5-8.8 per 
cent on NSS compounded half yearly. 
"Not only are the returns high but 
they have the shortest lock-in period 
of three years compared to 15 years in 
PPF (even partial withdrawal is possi- 
ble after only six years) and six years 
for NSS. YVhile dividend income is tax 
free, the investor can invest up to any 
amount even though he is entitled 
for deductions upto 50,000 under 
Section 80C," explains V.V.L.N. Sas- 
try, MD, Firstcall Equity. "A lock-in 



of only three years vis-a-vis other 
instruments, and systematic invest- 
ment on a monthly basis can also be 
done on a regular basis," adds Deven 
Choksey, MD, KR Choksey. 

Though ELSS is more emphatically 
advertised as a tax saving instrument 
by the mutual funds, there are rea- 
sons why one should opt for them 
as a good investment choice for an 
average investor who wants to have 
an equity investment portfolio. 
"Most of the investors who want to 
invest in the stock market find them- 
selves in a state of confusion regard- 
ing what scrips to buy and when to 
sell them so as to maximise their 
returns. Often they lack confidence 
as they may not possess in-depth 
knowledge about the movement of 
stock prices based on fundamental 
or technical analysis and particu- 
larly the prices of individual stock," 
adds Dangi. 

"Practically, ELSS enjoys all the 
benefits that an institution like 
mutual funds can offer to its clients. 
The mutual funds can help small 
investors to invest in select units 
handpicked by them based on proper 
research and thorough due diligence 
of the stock of any company under 
a given set of industry and macro 
conditions with a fair degree of fore- 
sight about likely movements in the 
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SBI Magnum Tax Gair^ g .-^ 
HDFC Tax Saver _.r' 
Reliance Tax Saver 
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4,694 


64.3 


29.9 


15.2 
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70.5 
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Axis Long Term Equity Fund 
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2810 
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42.1 


24.6 


ICICI Pru Tax Plan 
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2120 


64.6 


30.3 


17.8 


Biria SL Tax Relief 96 
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1695 


75.1 


34.1 


15.9 


UTI Master Equity Plan 




1510 


54.6 
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13.9 


L&T Tax Advantage 
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1437 


60.8 


25.8 


15.6 


Franklin India Tax Shield 


2 


1392 


72.3 


30.4 


18.9 


Sundaram Tax Saver 


5 


1176 


63.4 


22.9 


13.1 


HDFC Long Term Advantage 


5 


1078 


55.7 


26.8 


15.9 


DSP-BRTax Saver Fund 


3 


988 


67.2 


29.7 


16.7 
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*To save tax up to ? 46,350, taxable income of less than ? 1 crore is required and ? 1 .5 lakhs investment has to be made 
under the ELSS scheme. This is as per Sec 80C of the Income Tax Act 1961 for FY 2014-15 and includes applicable cess. 
Tax saving will be proportionately reduced subject to the taxable income and investments. Investment in ELSS schemes is 
subject to lock-in period of 3 years from the date of allotment of units. The tax benefits are as per the current income tax 
laws and rules and any other current applicable law. Investors are advised to consult their tax advisors before investing in 
such schemes. SMS charges apply. 



Mutual Fund investments are subject to market risks, read all scheme related documents carefully. 




Reliance Tax Saver (ELSS) Fund 

(An open ended Equity Linked Savings Scheme) 



Tax saving up to ? 46,350/- u/s 80C*. 



Call 1800 300 11111 
SMS 'ELSS' to 561617 
www.reliancemutual.com 




This product is suitable for investors wlio are seelcing* 



• Long term capital growth. 

• High risk. (BROWN) 



Investment in equity and equity related securities. 

Investors should consult their financial advisors if in doubt 
about whether the product is suitable for them. 



Note: Risk is represented as: 



(BLUE) investors understand that their principal will be at low risk 
(YELLOW) investors understand that their principal will be at medium risk 
(BROWN) investors understand that their principal will be at high risk 



IVIutual Fund investments are subject to market risks, read all scheme related documents carefully. 
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future," recommends Sastry. 

The investment in ELSS can be 
made with a minimum amount of 
^500 either on a lump-sum basis 
or through systematic investment 
plans (sips). In case of SiPs, a specified 
amount is invested every month on 
a particular date but a lock-in period 
for three years becomes applicable 
for each investment made therein. 
There is no upper limit for the invest- 
ment in ELSS. This clearly shows that 
it is to the advantage of the inves- 
tors to invest in such schemes since 
if they individually invest in the 
share market they may not get bet- 
ter returns than what they get on 
ELSS. No wonder, these factors have 
prompted many investors to invest 
in these schemes. 

Good performance 

In 2013, it almost felt like the retail 
investors fled the markets resulting 
in the shrinkage of trading volumes 
in the cash segment of the Bombay 
Stock Exchange and National Stock 
Exchange, which reached their low- 
est level in seven years. However, 
in recent months with the glitter 
coming back to the stock market, 
the average daily turnover in the 
retail segment of the two exchanges 
increased substantially over the pre- 
vious years' levels. ''But the most 
important aspect of increased retail 
participation is that it is substan- 
tially coming through mutual funds 
that are probably being seen as a 
safe bet to hit the right scores. This 
is reflected not only in the increase 
in the number of mutual fund folios 
but also the amount of investments 
in mutual funds particularly in their 
equity schemes," says Dangi. 

For instance, the asset under the 
management (AUM) as on Decem- 
ber 2013 was ^8,76,921 crore (equity: 
^1.58 lakh crore) which has now, as on 
December 2014, gone to ^11,06,279 
crore (equity: ^2.83 lakh crore). It 
clearly shows that investors' incli- 
nation towards equity market has 
increased. As on December 2014 the 
total AUM of ELSS equity was ^36,257 
crore as against ^24,265 crore in 
December 2013, which shows a more 
than 50 per cent increase in invest- 
ment. The stock market index has 



increased by 30 per cent from Janu- 
ary 2014 to December 2014 and there 
are indications that it will go upwards 
and in such a situation there is an 
increase in money under manage- 
ment of mutual funds. ''The scope 
of ELSS is going to widen in the com- 
ing days due to the opening up of the 
economy, increase in savings rates, 
desire to invest in the stock mar- 
ket, understanding the fundamen- 
tals of the mutual funds, past track 
records and awareness about sec- 
toral investment by mutual funds," 
adds Sastry. 

Numbers tell a story. Reliance 
Tax Saving, Axis Long Term Equity 
Fund and many others have given 
mind boggling returns ranging from 
60-85 per cent. Axis Long Term 
Equity Fund, Reliance Tax Saving 
(ELSS), HDFC Tax Saving, SBI Mag- 
num Tax Gain, Birla ELSS Tax Relief 
96 have all given more than 50 per 
cent returns in the last one year and 
more than 12 per cent in average 
the last five years whereas the aver- 
age Sensex returns from this year is 
43 per cent and the five-year average 
is 12.5 per cent. It clearly shows that 
ELSS funds are outperforming even 
the Sensex. 

However, quite ironically, despite 
the outstanding show put up by 
some of the top ELSS, investors are 
not investing much - maybe due to 
a lack of awareness about the scheme 
or a low risk appetite for equity mar- 
kets. Though they do carry a high risk 
under volatile equity market condi- 
tions, investors can immensely ben- 
efit from these schemes provided 
they adopt a research-based cautious 
approach. Most risk factors in making 
ELSS an investment choice are similar 
to those that apply to equity markets. 
"Investors should always remember 
to do thorough research before they 
invest in any ELSS fund. They should 
carefully evaluate the ELSS of differ- 
ent mutual funds on the basis of the 
following decision parameters: large 
assets under management, promoted 
by a reputed group, right investment 
approach of the fund manager, port- 
folio of the fund, past track record 
of the fund managers, see how vol- 
atile the fund has been in the past, 
the expense ratio of the fund, good 



ranking by credit rating agencies, etc. 

Recently, the Association of 
Mutual Funds in India (AMFI) upon 
consultation with SEBI, asked asset 
management companies (AMCs) to 
stop offering the dividend reinvest- 
ment option wherein the dividend 
amount reinvested is also subject to 
a lock-in of three years from the date 
of reinvestment. One of the impor- 
tant reasons could have been the ris- 
ing complaints during withdrawals. 
Prior to this, the ELSS products pro- 
vided for growth options and div- 
idend options which included the 
'Dividend Reinvestment Sub-Option' 
wherein the dividend amount could 
be reinvested, subject to a lock-in 
period of three years from the date of 
reinvestment. "It was observed that 
quite often investors forget to tick 
the 'Dividend Payout Sub -Option', 
resulting in reinvestment of the div- 
idend by default. Since the original 
amount invested qualifies for deduc- 
tion under Section 80C, even though 
the dividend reinvested does not 
qualify for any such deduction, the 
lock-in period rule is often miscon- 
strued by investors, who expect to 
withdraw the entire balance of units 
(including dividend reinvested) at 
the time of redemption, after a three- 
year lock-in period of the original 
investment which they were not able 
to get due to lock-in of each trans- 
action of dividend reinvestment, 
leading to investor grievances," says 
Dangi, recommending that the div- 
idend reinvestment sub-option 
under ELSS products be withdrawn, 
to avoid any confusion among inves- 
tors. For existing investors, it means 
the dividend reinvestment option 
will be converted to a dividend pay- 
out. According to the new guide- 
lines, investors who do not wish to 
receive dividend pay-out could opt 
for the 'Dividend Transfer Plan (DTP)', 
wherein the dividend amount could 
be reinvested in any other open- 
ended scheme of the mutual fund. 
However, it is unlikely to have any 
major impact over the popularity of 
ELSS as a tax saving instrument for a 
taxpayer with a risk appetite to opt 
for higher returns. 

♦ LANCELOT JOSEPH 

feedback@businessindiagroup.com 
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Portfolio Talk 



India is like an oasis 
in a desert' 

Nilesh Shah, MD, Kotak Mahindra AMC, is one of the most sought 
after personaUties in the equity world. His views carry great 
weight with investors. While talking to Sunil Damania; he 
suggests it's time for investors to take a bottom-up approach 



The result season, till now, has 
missed the WOW factor and yet the 
stock market is touching an all- 
time high. How does one explain 
this divergence? 

The stock market is trying to discount 
the future. It is trying to price in a 
pick-up in economic activity based 
on the events, which have happened 
in the last nine months. The most 
important change is in the govern- 
ment's initiatives to move from pol- 
icy paralysis to creating a proactive 
and business-friendly environment. 
Many of the steps, such as increase in 
FDI from insurance to defense sector; 
campaign for 'make in India'; auction 
of coal mines; faster decision-mak- 
ing, etc, are turning around senti- 
ments. Drop in commodity prices, 
especially oil, has provided a major 
boost to India's macro-environment 
in the form of lower inflation, lower 
current account and fiscal deficit and 
lower subsidy burden. This has made 
India attractive from a top-down, 
macro point of view. 

Peers in emerging markets - like 
Russia, with falling oil prices and 
political isolation on Ukraine; China, 
on slowing growth and credit con- 
cerns; Brazil, on falling into reces- 
sion; has positioned India as an oasis 
in the desert. Global investors are 
obviously finding India an attractive 
destination with better macro envi- 
ronment. Domestic investors, after 
experiencing a fall in return in gold 
and real estate, are finding equity an 
attractive opportunity. Lack of sup- 
ply is also a contributing factor for 
markets touching an all time high. 

The fall in crude oil prices will 
reflect fully in the next four 
quarters on the financial numbers. 
Which sectors would be the 



biggest beneficiary of the same? 

We think at this stage of the market 
it is a bottom-up investment story. 
One will have to look at valuations 
on a careful basis. While they may 
not give price correction, they are 
likely to give time correction. We 
feel banking and financial services 
including NBFC sector, pharma and 
select companies from beaten down 
sectors like mining, utility, etc, will 
do well over the next 12-18 months. 
Some of the money-making oppor- 
tunity will come from PSU divest- 
ment and IPOs. Falling crude prices 
are more or less factored in the stock 
and sector valuation. 

What kind of budget expectations 
does the MF industry have from the 
finance minister? 

India needs to grow at a faster pace. 
For growth, one needs investment 
and, for investment, one needs sav- 
ings. For investment one also needs 
debt, as well as equity capital. India's 
savings have been biased towards 
physical assets for a long period of 
time, except maybe the last nine 
months. One of the long awaited steps 
is to ensure that provident funds and 
pension funds invest in equity mar- 
kets through mutual funds. 

Do you think tax incentives can 
help attract more investors 
towards MF & equity? 

There is no substitute to a positive 
experience to bring investors to the 
markets. Regular investment and 
long-term investment are keys to a 
positive experience in equity mar- 
kets. If the government can incen- 
tivise SIP investment in equity 
markets on a long-term basis, it 
will definitely bring more inves- 
tors into mutual funds, as well as 




the stock market. If the government 
can develop a 401 k kind of market 
in India for pension and provident 
funds or for investors seeking retire- 
ment solutions with appropriate tax 
incentives, then surely, more inves- 
tors will participate in mutual funds 
as well as the stock market. 

The RBI has surprised the market 
by cutting repo rate by 25 basis 
points. Do you believe that it 
would be more aggressive from 
here on in terms of cutting 
interest rate? 

The market was sure about the direc- 
tion of interest rate movement, but 
the timing was obviously a surprise. 
Falling inflation, partially due to the 
drop in commodity prices, including 
oil, along with fiscal prudence assur- 
ance given by the government, does 
provide a good platform to the RBI to 
cut rates going forward. While the 
RBI will be driven by data, it will be 
fair to assume that we are in a softer 
monetary policy regime. 

Last year, equity gave returns in 
excess of 30 per cent. How do you 
see returns in 2015? 

The law of average will catch up with 
equity returns in 2015 . Equity returns 
will be good, compared to other asset 
classes Uke gold, currency and debt, 
but not by a big margin. Investors will 
have to take a long-term call to invest 
into the equity market and also mod- 
erate their return expectations. ♦ 
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A house for literature 



The 2015 Jaipur Literature Festival's speaker line-up ensured 
multiple moments of literary highs 



It is the kind of star power most 
would envy. V.S. Naipaul was 
expected to lead the galaxy of 
stars at the 2015 Jaipur Literature 
Festival, and he did not disappoint - 
even without speaking all that much. 
Wheelchair bound, the Nobel Prize 
winner, now 82, was as mellow as he 
has rarely been, with tears glistening 
in his eyes as he heard lavish praise 
heaped on his works. 

The highlight of the first day itself 
was seeing Naipaul and his one- 
time protege and later harsh critic 
Paul Theroux in attendance, and 
briefly even sharing a stage. Naipaul 
is of course a star at the festival, and 
this edition of the festival is paying 
tribute to his arguably best known 
novel, A House for Mr Biswas. With 
Naipaul in the front row, Theroux, 
Hanif Kureishi, Farrukh Dhondy 
and Amit Chaudhuri discussed the 
novel though, as Kureishi said, ''It's 
a bizarre and disorienting experience 
to be describing a book to a writer sit- 
ting in front of us. Fortunately, we are 
all fond of this book." When it's dis- 
tinct and strong a personality as Sir 
Vidia, the dangers are ever present. 

JLF returned to its traditional 
dates of 21-25 January for this edi- 
tion. With 234 speakers at the Festi- 
val, along with 117 musicians, it was 
bound to be a busy time for those 
greedy for author interactions. "We 
have sessions on writing criticism, art 
history, historical novels and mem- 
oirs; we'll take a fresh look at Homer 
and Marie Antoinette, detectives and 
spooks, aesthetics and erotics and 
everything in between," is how Wil- 
liam Dalrymple, author and co-direc- 
tor had described the line up as the 
festival had a curtain raiser at Delhi's 
Taj Mahal Hotel for this edition, and 
the festival bore out the prediction. 

With Theroux in attendance, 
travel writing had a field day. Ther- 
oux himself is a frequent traveller to 
India, whose best known book is The 



Great Railway Bazaar (1975). "India 
has always fascinated me because 
nothing has changed here over many 
centuries," he said. "You will see the 
same lifestyle which every traveller 

has seen for centuries. 

It's truly eternal India. 
Something changes 
amazingly, something 
doesn't." 

Among the big names 
in attendance were 2013 
Man Booker Prize win- 
ner Eleanor Catton - 
whom many mistook 
for a young festival 
attendee! She delighted, ' 

as did Kureishi in the 

multiple sessions he did. 
Nicholson Baker, Sarah Waters, Nas- 
sim Nicholas Taleb, Elizabeth Gil- 
bert, Kate Summerscale and Alberto 
Manguel were all in high demand, 
as audiences actively chased them, 
as they went about traversing the 
venues at Diggi Palace. Mao biogra- 
pher Jung Chang, who has attended 
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JLF earlier and British biographer and 
winner of last year's Samuel Johnson 
Prize was once again a star, though 
Lucy-Hughes Hallett had to be iden- 
tified for many in the audience. 
Hisham Matar spoke about exile and 
post-Gaddafi Libya. 

Former President A.P.J. Abdul 
Kalam was mobbed yet again, not 
surprising as he shared his e-mail 
address. "It's for autographs, photo- 
graphs and answers." 

Poetry was a major theme this edi- 
tion, and poets writing 
in various languages held 
cLudiences enthralled. 
Pulitzer-winning poet 
Vijay Seshadri delivered 
the keynote address, say- 
ing poetic imagination 
was imagination in its 
organic essence and not 
something magical that 
dwells in readers' hearts. 
'Jt is as deep as a criti- 
cal thinking discussion 
on an issue of national 
importance," he stressed. Arvind 
Krishna Mehrotra too discounted 
the dreamy-ness of poetry, saying, 
"A poet is not a dreamer. He walks 
the firm earth." Fellow poet Ashok 
Vajpeyi said, "I believe it's the other 
way round, that poets are legislators 
of the unacknowledged world." 




vs. Naipaul with Amit Chaudhuri, Paul Theroux, Tarrukh Dhondy and Hanif Kureishi 
after a session where they discussed his landmark novel, A House for Mr Biswas 
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Naseeruddin Shah and Girish Kamad regale the audiences with anecdotes from their 
past shooting days 



Arundhathi Subramaniam's col- 
lection When God is a Traveller won 
the inaugural Khushwant Singh 
Memorial Prize for Poetry at the Zee 
Jaipur Literature Festival on Saturday 
evening. A ^2 lakh prize was insti- 
tuted by Suhel Seth in memory of 
the late Khushwant Singh. 

Amit Chaudhuri discussed his 
new novel Odysseus abroad, clarifying 
it was not a biography "I'm always 
interested in the mundane noth- 
ingness that fills the space between 
these big events." 

Cinema found significant space, 
with speakers including Naseeruddin 
Shah, Girish Karnad, Vishal Bhardwaj, 
Waheeda Rehman and many other 
stars - all of whom were regularly 
mobbed! Shah and Karnad shared 
a delightful session, with colleague 
Shabana Azmi in the front row caus- 
ing much mirth with her revelations 
from their shared days on shoots. 
Javed Akhtar once again stressed the 
quality of modern-day songs, and 
urged better song writing. 

Popular writers were present in 
strength this year, Amish Tripathi, 
Ashwin Sanghi and Chetan Bhagat 
all peddled their wares, while chef 
Vikas Khanna gave away some secrets 
of cooking, and on being a celebrity 
chef! 

Bookmark, the platform for pub- 
lishers, remained offsite at Narain 
Niwas and was largely a repeat of last 
year, though Neeta Gupta of Yatra 
books promised a more integrated 
show for next year. Norway's NORLA 
remained a supporter. Senior Advi- 
sor Oliver Moystad said Indian pub- 
lishers had already translated some 
Norwegian works, and hoped more 
would sign up. 

Rajasthan Tourism joined in for an 
extension into heritage spaces, and 
Rajasthan Chief Minister Vasundhara 
Raje promised better times ahead for 
the sector. Raje, while praising the 
festival, also wondered if it was time 
to look for a larger venue! 

Cost factor 

ZEE Entertainment remained the title 
sponsor. Other sponsors for 2015 
include returning partners Google 
and The Glenlivet, who spon- 
sored the Mughal Tent and Author's 



Lounge respectively, both back for 
the fourth year of sponsorship. The 
Mahindra Humanities Centre also 
returned for a second year to support 
the sessions at the Durbar Hall. Ama- 
zon. in was the festival's book part- 
ner, and was roundly critiqued for its 
rather limited choice of books at its 
store. Store feedback - designer yes, 
for a literature lover - no! Sales were 
high apparently! KyaZoonga contin- 
ued as the festival's ticketing partner 
counting the 245,000 recorded foot- 
falls over the five days. 

Commenting on The Glenlivet's 
association with Jaipur Literature 
Festival, Kartik Mohindra, business 
head, international brands, Pernod 
Ricard India, said, ''The Glenlivet has 
a long-standing association with the 
literary community. The two brands 
stand for virtue of originality, where 
Jaipur Literature Festival is a plat- 
form of original thoughts and The 
Glenlivet is a true reflection of the 
original Speyside spirit." 

Paroma Roy Chowdhury, direc- 
tor & country head, public affairs, 
Google India, concurred. ''The Jaipur 
lit-fest is a platform for free expres- 
sion - also the core values for Google. 
Thinkers exchange opinions freely. It 
gives us good visibility," she said. 

Debabrata Mukherjee, vice-pres- 
ident, commercial & marketing, 
Coca-Cola India, said the core val- 
ues of Coca-Cola resonate well with 
platforms or occasions that bring 
together people and provide them a 



moment of happiness and a lifetime 
of memories. "Over the last many 
years, we have either created or been 
associated with marquee properties 
like the FIFA World Cup Trophy Tour, 
Coke Studio, Jaipur Literature Festi- 
val, IPTL, etc. We believe that debates 
and discussions like the ones that 
take place at the Jaipur Literature Fes- 
tival, go well over a Coca-Cola." 

Sanjoy K. Roy, producer, JLF, was 
seen rushing about constantly trying 
to douse fires, and on the second day 
morning, (rain), shared that the fes- 
tival had its challenges, from raising 
adequate revenues from sponsorships 
to tackling those seeking controver- 
sies. Roy also revealed that the festi- 
val this year also takes a major step 
in its efforts to go global. The festi- 
val makes its US debut with JLF Boul- 
der. Roy says Boulder, Colorado suits 
JLF well, combining literature with 
destination. The festival will be held 
from 18-20 September this year and 
is expected to bring together Indian- 
American authors, Asian authors and 
Latin American authors. The festival 
returns for a day-long festival at Lon- 
don's Southbank Centre's festival of 
South Asian culture in May. 

Till next year then, when JLF has 
already lined up names such as Mar- 
garet Atwood, Kazuo Ishiguro, Ian 
McEwan, Noam Chomsky and A.L. 
Kennedy. Arrange your calendar 
around it! 

♦ SUMAN TARAFDAR 
feedback@businessindiagroup.com 
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CREATIVITY ON ORDER? 

Singapore's art 



Singapore, named after a Sinh 
(lion), aims for perfection. In a 
chaotic world, it is admired for 
being green, clean and for its orderly, 
disciplined residents. Originally, 
there was a legendary figure called 
Tri Buana (Tri Bhuvan, a traditional 
epithet for Hindu kings) and many 
words - Samy Nila Uttam and Singh- 
pura - on the oldest Singaporean 
documents and maps are in Sanskrit. 
Today, Singapore's art museums have 
major long-term initiatives to sup- 
port its Hindu, Buddhist, Christian 
and Muslim heritage. 

This lion's next move is to culti- 
vate creativity, art and expressions of 
joy, concern, surprise... and so it sup- 
ports many art fairs. Major govern- 
ment grants, workshops and lectures 
for students now help museums, art 
schools and individuals. Creative 
people struggle the most when they 
are not yet recognised and hence 
need help then, not when every- 
one wants their work on living room 
walls and in museums. So, recently, 
initiatives to foster creativity offer 
time and space to those who push 
art forward. Disciplined creativity? 
Creativity on order? Successful art- 
ists agree they have to be incredibly 
disciplined when life beckons with 
a thousand life and time devouring 
pleasures! 

The Singapore National Museum, 
built in a former school, has excel- 
lent expressions of contemporary 



art. Recently, a glowing 3D sculpture 
had a thousand brass arati inspired 
lights, another showed drops of oil, 
the same black slick which has helped 
and hindered so much of humanity 
and Ranbir Kaleka's gently sorrowful 
video on floods in the Sunderbans 
and the loss of land, home, lives and 
finally, even of their memory. 

Singapore's art fairs, where folks 
gather from everywhere, pursue 
the art and business of creativity. 
The Affordable Art Fair brings art, 
by established as well as unknown 




artists, priced under a certain amount 
so everyone can buy. Major galleries 
bring work, artists give talks, pretty 
boys and skinny girls dressed like 
black penguins float around on cham- 
pagne flutes. The recent fair brought 
great artworks priced from $100- 
10,000. The emphasis was on a wall 
with creations by established artists 
but priced considerably lower than 
usual. Many names are well known 
and the deliberately low prices help 
them reach a different audience. The 
art is as good as their other works.... 
Artists, galleries and historians teach 
skills, buying, preservation, etc, and 
provide activities for children. A mil- 
lion people have visited these fairs 
and sp ent over $ 250 million. 

The ME NA SA fair concentrates on 



attracting artists and buyers from 
the Middle East and North Africa, 
bringing trade, art and money. From 
India came a Bengaluru gallery full 
of decorated cows with mild eyes, the 



♦ 94* 

FEBRUARY 2-15, 2015 



BUSINESS INDIA ♦ THE MAGAZINE OF THE CORPORATE WORLD 



Selections 




almost perceptible smells of hay and 
milk, finished with gorgeous, color- 
ful, untraditional patterns. 

The novel Art Science Museum 
showed a breathtaking, changing 
view of stars over the Galapagos. 
(Surely one hasn't travelled unless 
one has seen the Galapagos night!). 
There was a glorious exhibition of 
Leonardo Da Vinci's thoughts and 
work geared to inspiring creativity as 
opposed to passive entertainment. It 
showed his Codex Atlanticus, with 
its intriguing content, intellectual 
exploration and mathematical exper- 
iments including a cart designed to 
move forever, which has inspired 
designs for today's motors. Original 
masterpieces include the beginning 
of drawing perspectives, (late 14th 
century), concepts in 
maths, natural science, 
technology and music. 
'Undo' transformed per- 
formances to experi- ; " v^ ., 
ment and exploration, ^ ■ - 
with myriad computers, 
light, sound, text 'to offer 
glimpses into chaos and 
order through distorting 
perspectives, meaning, 
subject and object'. 

At the Museum of 
Asian Civilisation we 
see Indians pulling rickshaws as an 
alternative to even more dire poverty 
when the British Raj had taken their 
farms and jailed Indians brought as 
free labour to Singapore so 'the Brit- 
ish could dodge accusations of cru- 
elty'. There is the briefcase carried by 
Singa pore's first Deputy Prime Min- 
ister, ^innathamby Rajaratnamj who 
dreamt of 'a Singapore we are proud 




ART FAIRS PURSUE THE ART AND 
BUSINESS OF CREATIVITY 



/A A 





of and who wrote the National 
Pledge, emphasising that differences 
among languages, races, religions 
can be overcome, if Singaporeans 
care enough. 

A TV from 1974 is now a museum 
antique! There is a great collection 
of Chinese porcelain, fragile, see- 
through, colourful, grotesque, with 
gorgeous phoenixes, delicate fish 



and flowers floating in white fantasy. 
Historical events commemorated 
on Chinese porcelain ultimately 
inspired Britain's Wedgwood. 

The Nalanda Sriwijaya Centre 
has scholars studying Asian culture. 
The Chinese scholars talked about 
the tremendous sophistication of 
chinaware, the British said they had 
created 'fine institutions and fed Sin- 
gaporeans' and the Indian scholar 
talked of female infanticide in India. 

A piece of the Singapore Stone at 
the National Museum is among Sin- 
gapore's 11 national treasures. The 
champion, Nadi Vijaya Vicrama, 
involved in feats of strength, appar- 
ently threw it, possibly in the 11th 
century. The British blew it up and 
the immediate consequence of this 
vandalism was heavy 
silting in the river. D.W. 
^ Montgomerie recalled, 

sternly, that the Bengali 
sailors who discovered 
the slab while clearing 
the jungle, had refused 
to continue this destruc- 
tion. He commented: 
"What a pity those who 
authorised the destruc- 
. tion of this ancient relic 
were not prevented by 
such wholesome belief!" 
Raffles opined 'the writing on it must 
be 'Hindu' because Hindus were the 
oldest immigrants there'. Nearby, the 
awful Japanese prisons at Changi, 
now recreated in the museum, recall 
Laurens van der Post's books and the 
bottomless depths and never ending 
story of man's inhumanity to man. 
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In celebration 

Over the years Kalpana Shah 
has curated uniquely con- 
ceptuaUsed shows highhghting 
diverse art forms like painting; 
photography, sculpture, perfor- 
mance as well as installation arts. 
Shah, a self-taught artist and art 
enthusiast, has been collecting art 
not as an investment exercise but 
purely because she enjoyed what 
she saw. And 15 years ago, she 
decided to open the Tao Art Gal- 
lery. 'Tao happened in the year 
2000. And it was Sangita Jindal 
who planted the idea in my mind. 
We were returning from watching 
Husain paint a large canvas on 
Marine Drive on the 1992-93 Bom- 
bay riots and I was very moved by 
the experience. Sangita, sensing 
my passion for the arts, suggested 
I start a gallery. I had been buying 
art since 1985; the earliest works 
I bought were small, on paper or 
canvas, perhaps a couple of large 
canvases. Those paintings were 
my stepping stones to experienc- 
ing and learning more about art," 
says Shah. Over the last 15 years, 
Tao has carved a niche for itself 
as a space that promotes the mas- 
ters as well as gifted young art- 
ists. The gallery has seen shows by 
eminent artists like Akbar Padam- 
see, Arpana Caur, Brinda Miller, 
Lalitha Lajmi, Manu Parikh, 
Rini Dhumal, Satish Gujral, 
Seema Kohli, Sunil Padwal. ♦ 



A touch of 
spice 

Away to a person's heart 
is through the stomach 
and what better way than 
to bring legendary recipes 
from India's royal kitch- 
ens to satiate global pal- 
ates at the Annual World 
Economic Forum 2015 at 
Davos-Klosters, Switzer- 
land? Recreating the quint- 
essential Indian hangout, 
the 'adda' with a wide selec- 
tion of hearty breakfasts, 
elaborate lunches and deli- 
cious Indian high teas to 
try. For a slightly more con- 
temporary twist, an indoor 
cafe at the promenade 
of the WEF was set up to 
indulge those subtle crav- 
ings of spice with authentic 
Indian gourmet flavours. 
The specially crafted menu 
consisted of delicacies from 
every region and include 
ddishes like Rava Idli, Tari 
Wala Murg, Paneer Achari, 
Channa Masala, Bhel Puri, 
Batata Vada and Chenna 
Payesh, Barfito to name a 
few, all washed down with 
steaming hot cups of deli- 
cious 'chai'. As Hemant 
Oberoi, corporate chef - 
luxury division. The Taj 
Group of Hotels says, "The 




Taj group has a rich legacy 
of hosting world renowned 
leaders, heads of state, roy- 
als, ebullient bon vivants, 
and iconoclastic artists. 
As a partner at the WEF 
Annual Meeting 2015 for 
the second year, the Taj 



continues its stride as the 
global visage of Indian 
hospitality. It is an hon- 
our to be able to serve tra- 
ditional Indian hospitality 
which is synonymous with 
the Taj on such a presti- 
gious global platform." ♦ 



Fired by 
passion 

Passion quotient (PQ) is 
more important than 
the much-spoken-about 
intelligence quotient, 
according to Virender 
Kapoor, founder of the 
Pune-based Management 
Institute for Leadership 
and Excellence (MILE). An 
IIT-Bombay alumnus who 
has authored a string of 
books, Kapoor has used 
just this as the title for his 
latest: Passion Quotient: 
How it Matters more than 
/Q, released last fortnight. 
'Today is the age of oppor- 
tunities and a creative 
economy. Our imagination 
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Holding 
value 

Tata AIG General Insur- 
ance has been a pioneer 
in offering insurance cov- 
ers to HNis for luxury items 
like art; painting, jewellery, 
yachtS; vintage cars - there 
is a policy for everything 
and anything that holds 
value for a customer. Last 
fortnight Tata AIG hosted 
the 'Mumbai Gallery Week- 
end' in conjunction with 
seven galleries in Colaba, 
South Mumbai. Oversee- 
ing the event were Ron- 
ald Fiamma (left), global 
head of private collections, 
consumer lines, AIG and 
Rand Silver, global direc- 
tor of art collection man- 
agement, consumer lines, 
AIG. The five-day experi- 
ence included a range of 
events to pique the inter- 
est of everyone from the 
casual art gallery goer to 
the most committed of col- 
lectors. The seven host gal- 
leries mounted exhibitions, 
which formed the backdrop 
against which a large pro- 
gramme of ancillary events 
were planned. ♦ 




is the only limiting fac- 
tor, which can be easily 
fired up by our passion 
- which is our driving 
force to do something 
that we love to do,'' he 
says. "It is great if you 
have a high IQ, but it's 
PQ which will take you to 
the pinnacle of success." 
Every chapter ends with 
a set of questions for self- 
assessment, making up a 
'PQ test' of 100 questions 
which will enable the 
reader to find what his 
or her passion is. But you 
can't be a passionate pau- 
per, he adds: you need to 
earn good money. "My 
book shows you how to 
make your passion into 
a viable profession." ♦ 




Art 

conversations 

She has worked with Emmy 
Award-winning television host 
Charlie Rose on his nightly broad- 
cast the Charlie Rose Show in New 
York as well as for management 
consulting firm Bain & Company 
in Mumbai. But Isheta Salgao- 
car, daughter of Dipti and Dattraj 
Salgaocar, has shown her creative 
streak by hosting Goa's first fes- 
tival of arts, literature and ideas 
'Sensorium' at Sunaparanta Goa 
Centre for the Arts. As executive 
producer she oversees the produc- 
tion of various projects involving 
a wide-ranging list of interna- 
tionally acclaimed artists such as 
Dayanita Singh, William Dalrym- 
ple and Booker-nominated writer 
Jeet Thayil. Isheta has a Bache- 
lor of Arts degree in Political Sci- 
ence from Stanford University, 
and received a Master of Science 
from Columbia University's Grad- 
uate School of Journalism. Hav- 
ing contributed to Vogue, Wall 
Street Journal's India Real Time 
blog and other publications, it 
was not surprising that HuffPost 
India, the most recent addition 
to the Huffington Post's interna- 
tional expansion, has named 
Isheta Salgaocar as editor-at- 
large. As she modestly says, "Sen- 
sorium is not just about art, it's 
the conversation around art." ♦ 
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'We have solid plans 
this time' 



Arvind Kejriwal has lost none of his old fire. As the chief 
ministerial candidate of the Aam Aadmi Party, he is attracting 
more crowds than his BJP rival, Kiran Bedi. Though Kejriwal says 
that he would not hesitate to sit on dharna again if he has to press 
a point, it is clear that his party has engaged in serious discussions 
to chalk out a blueprint of action 




Are you confident of winning 
this time? 

I am confident that AAP will sweep 
the polls this time. The response 
from the public has been positive. 
I am sure that the voters will give 
a clear verdict this time. We will 
run the government for our full 
term of five years. Our main fight 
is against the BjP as the Congress 
vote bank has come to us. 

Wliat is your support base? is tlie 
middle and upper class with you? 

We represent a broad social 
section of society. Our campaign 
is about ending corruption, 
providing essential commodities 
at cheaper prices, women's 
security, water and power issues, 
quality education, efficient health 
services, technology incubators 
... you name it. We are providing 
workable blueprints for them. In 
this election, they (middle and 
upper classes) have seen where our 
programme stands. 

How is your manifesto shaping 
up? What are you promising to 
the people of Delhi in concrete 
terms? 

AAP has solid plans for housing, 
job creation and education loans. 
We have identified the lack of 
low income and middle class 
housing in Delhi and will tackle 
the problem by using 200 acres 
of land that is reportedly lying 
vacant with the Delhi Urban 
Shelter Improvement Board (DUSIB) 
to create over 5 lakh homes. The 



manifesto will be based on the 
theme - ''big change without big 
spending''. 

The manifesto will also 
deal with the problem of job 
creation in Delhi and vouch 
for ''incubation centres" in 
colleges. Delhi missed both the 
IT and service sector boom. But 
we believe that we can make 
Delhi a hub for start-ups. Every 
college will have 'technological 
incubators' - areas where 
graduates will be given facilities 
to begin start-up ventures. In 
addition, we will have a separate 
incubator as well, spread out over 
30 lakh sq ft. This way, the basic 
difficulty of students not having 
a place to begin their ventures or 
businesses will be done away with 
at a nominal rent. 

The manifesto will be an 
amalgamation of ideas that have 
come out of discussions across the 
city through the Delhi Dialogues. 
It will also include an education 
guarantee loan scheme for college 
students. The loan will be given 
to students without them having 
to declare their assets. In the long 
run, this will increase the pressure 
on the government and force us to 
expand the college network. There 
will be a five-year moratorium on 
repayment of the loan. We have 
also found out that there is a lot of 
gram sabha land that can be used 
to build new colleges. We have 
promised that 20 new colleges will 
be set up at an estimated cost of 
^1,600 crore. Right now, planned 



expenditure in the sector is ^2,500 
crore, so this is definitely possible. 

Kiran Bedi says you had offered 
to make her APP's chief 
ministerial candidate two years 
ago. What changed in between? 

I offered her the CM post because 
of her core values; I was shocked 
to hear that she was joining 
BJP. Her core values were anti- 
corruption. But has her party 
thrown out members like B.S. 
Yedyurappa, Nishank and others 
charged with corruption? Has the 
BJP changed? Or has she changed? 

People are feeling that she has 
changed. She herself had said once 
that voters should not vote for 
a party that does not encourage 
transparency in funding. Has the 
BJP made its funding transparent? 
She had said that people should 
not vote for a party that appoints 
people accused of rape as 
ministers. A central minister is 
accused of rape. Why did she 
join them? She spoke of the 
CBl's independence. Is it 
independent now? 

One of the reasons why the 
middle class got put off by you 
is your act of sitting on dharna 
while being chief minister. Will 
you do that again? 
If 1 sit on dharnas, what is wrong 
about it? What was wrong with the 
chief minister sitting and sleeping 
in Rail Bhawan? You are all biased 
against us. If someone is in trouble, I 
will do it again even if I am CM. ♦ 
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At Shriram Transport Finance, we don't just offer loans for 
used vehicles to our customers but also hold out a hand in 
friendship to them. That's how we recognise their true 
potential, help them get started in business, stand by them 
through their difficulties and finally celebrate their success. 
So today, we can proudly say that we have transformed the lives 
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of over 9 lakh friends and we will continue to do so. 
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Tel: +91 44 2499 0356, Fax: +91 44 2499 3272 | Corporate Identity Number (CIN) - L65191TN1979PLC007874. 



R K SWAMY BBDO STFC 27246 ENG 



\Orchestrating a brighter world 



Innovations in harmony 

Uke an inspirod vtnuoso, NEC orchcstratcfi technofogy 
and expoftise to cmato innovative IT & Ntitv^orklng 
solutions that improve the way we work, conned 
and coiiaJ:)orat0, NEC tino tun^s its bas! m ctass 
technology and services with our partner 1^ 
i^cosystem to solve our customers- 
most complex business challenges. 
With 115 years of Innovation and 
Industiv firsts, NEC empowers 
people, business and society 
for a brighter world 



5^ 




JO 




Safety 8^ Security 
Solulions 

Enterprise 

Solutions 



Carrier 
Solutions 



isQindaJn i Ftmn: 01 1*61 10*1000 



Empowered by Innovation 




